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ARE  EXISTING  PRIVATE  SECTOR  AND  STATE- 
OPERATED  HEALTH  CARE  ALLIANCES 
WORKING? 


THURSDAY,  JUNE  30,  1994 

House  of  Representatives, 
Subcommittee  on  Human  Resources 
AND  Intergovernmental  Relations, 
Committee  on  Government  Operations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10:08  a.m.,  in  room 
2247,  Rayburn  House  Office  Building,  Hon.  Edolphus  Towns  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Representatives  Towns,  Schiff,  and  Mica. 

Staff  present:  Ronald  A.  Stroman,  staff  director;  Martine  M. 
DiCroce,  clerk;  and  Martha  Morgan,  minority  professional  staff 
member. 

Mr.  Towns.  The  Subcommittee  on  Human  Resources  and  Inter- 
national Relations  will  come  to  order. 

We  have  all  seen  the  "Harry  and  Louise"  commercial  in  which 
Louise  condemns  health  care  purchasing  alliances  as  large,  bloated 
government  bureaucracy.  This  and  other  scare  tactics  are,  unfortu- 
nately, misleading  the  American  people  about  workable  health  care 
reform. 

The  truth  is  that  numerous  States  and  small  businesses  all  over 
this  country  have  either  created  or  are  considering  health  care  pur- 
chasing alliances  as  part  of  a  local  health  care  reform  initiative.  Al- 
most every  health  care  proposal  currently  under  consideration  by 
Congress  contains  some  form  of  voluntary  alliance  structure  as  a 
way  to  provide  affordable  health  care  insurance. 

But  these  alliances  are  a  mystery  to  most  of  us.  We  know  little 
about  how  health  alliances  really  work.  Most  people  have  no  idea 
who  will  run  these  alliances.  Will  we  have  to  go  through  a  maze 
of  bureaucrats  in  order  to  see  a  doctor?  How  do  alliances  interact 
with  existing  government  health  care  systems  like  Medicare  and 
Medicaid?  Would  they  really  limit  our  choice  of  health  care  plans 
as  we  have  been  told? 

In  order  to  get  the  facts  about  health  care  purchasing  alliances, 
this  subcommittee  asked  the  General  Accounting  Office  to  examine 
the  operation  of  existing  health  purchasing  alliances  in  several 
States:  California,  Florida,  Minnesota,  Ohio,  Washington,  and  Wis- 
consin. We  also  asked  GAO  to  look  at  the  private  sector  operations 
of  purchasing  alliances. 
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Today,  we  will  hear  the  results  of  the  investigation,  and  we  will 
hear  from  some  of  the  people  who  are  responsible  for  overseeing 
the  operation  of  these  alliances  at  the  local  level. 

The  results  of  GAO's  investigation  of  alliances  are  encouraging. 
GAO  has  found  that  existing  voluntary  alliances  are  not  big  bu- 
reaucracies. Most  alliances  operate  with  small  in-house  staffs 
which  means  lower  operating  costs. 

Public  alliances  generally  offer  a  large  choice  of  health  care 
plans.  For  example.  State-run  alliances  in  Wisconsin  and  California 
each  offer  over  25  health  plans.  Interestingly,  it  is  the  private  sec- 
tor alliances  which  tend  to  limit  the  choice  of  health  plans. 

The  GAO  report  does,  however,  raise  an  area  of  deep  concern  to 
me  regarding  the  composition  of  the  boards  which  operate  these  al- 
liances. I  believe  that  membership  of  an  alliance  should  be  fairly 
balanced  to  represent  the  interests  of  senior  citizens,  businesses, 
minorities  and  consumers. 

The  report  suggests  that  a  reasonable  balance  has  not  occurred 
voluntarily  within  public  or  private  sector  alliances.  Without  this 
balance,  I  fear  that  major  segments  of  our  society  will  not  partici- 
pate in  the  alliances  because  of  a  lack  of  confidence  in  the  ability 
of  alliances  to  fairly  represent  them. 

This  would  be  unfortunate,  since  we  would  lose  a  major  tool  in 
our  efforts  to  provide  affordable  and  quality  health  care  for  all 
Americans. 

At  this  time  I  would  like  to  yield  for  an  opening  statement  to 
Congressman  Schiff  from  Albuquerque,  NM. 

[The  prepared  statement  of  Hon.  Edolphus  Towns  follows:] 
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We  have  all  seen  the  Harry  and  Louise  commercial  in  which  Louise  condemns 
health  care  purchasing  alliances  as  large  bloated  govenmient  bureaucracies.  This  and 
other  scare  tactics,  are  unfortunately,  misleading  the  American  people  about  workable 
health  care  reform. 

The  truth  is  that  numerous  states  and  small  businesses  all  over  this  country  have 
either  created  or  are  considering  health  care  purchasing  alliances  as  part  of  local  health 
care  reform  initiatives.  Almost  every  health  care  proposal  currently  under  consideration 
by  Congress  contains  some  form  of  voluntary  alliance  structure  as  a  way  to  provide 
affordable  health  care  insurance.  But  these  alliances  are  a  mystery  to  most  of  us. 


We  know  little  about  how  health  alliances  really  work.  Most  people  have  no. 
idea  who  will  run  these  alliances.  Will  we  have  to  go  through  a  maze  of  government 
bureaucrats  in  order  to  see  a  doctor?  How  do  alliances  interact  with  existing 
government  health  care  systems  like  Medicare  and  Medicaid?   Will  they  really  limit  our 
choice  of  health  care  plans  as  we  have  been  told? 


In  order  to  get  the  facts  about  health  care  purchasing  alliances,  this  Subcommittee 
asked  the  General  Accounting  Office  to  examine  the  operation  of  existing  health 
purchasing  alliances  in  California,  Florida,  Minnesota,  Ohio,  Washington,  and  Wisconsin. 
We  also  asked  GAO  to  look  at  the  private  sector's  operation  of  purchasing  alliances. 
Today  we  will  hear  the  results  of  that  investigation,  and  we  will  hear  from  some  of  the 
people  who  are  responsible  for  overseeing  the  oi>eration  of  these  alliances  at  the  local 
level. 

The  results  of  GAO's  investigation  of  alliances  are  encouraging.  GAO  has  found 
that  existing  voluntary  alliances  are  not  big  bureaucracies.  Most  alliances  operate  with 
small  in-house  staffs,  which  means  lower  operating  costs. 

Public  alliances  generally  offer  a  large  choice  of  health  plans.  For  example,  state- 
run  alliances  in  Wisconsin  and  California  each  offer  over  25  health  plans.  Interestingly, 
it  is  the  private  sector  alliances  which  tend  to  limit  the  choices  of  health  plans. 

The  GAO  report  does  however,  raise  an  area  of  deep  concern  to  me  regarding 
the  coiiqx>sition  of  the  boards  which  operate  these  alliances.  I  believe  that  membership 
of  alliance  boards  should  be  fairly  balanced  to  represent  the  interests  of  senior  citizens, 
businesses,  minorities  and  consumers.  This  report  suggests  that  a  reasonable  balance  has 
not  occurred  voluntarily  within  public  or  private  sector  alliances.  Without  this  balance,  I 
fear  that  major  segments  of  our  society  will  not  participate  in  the  alliances  structure 
because  of  a  lack  of  confidence  in  the  ability  of  alliances  to  fairly  represent  them.  This 
would  be  unfortunate,  since  we  would  lose  a  major  tool  in  our  effort  to  provide 
affordable  and  quality  health  care  for  all  Americans. 


Mr.  SCHIFF.  Thank  you,  Mr.  Chairman.  I  will  be  brief. 

First  I  want  to  thank  you  and  commend  you  for  holding  this 
hearing.  Once  again  you  have  selected  a  subject  which  is  in  the 
forefront  of  the  health  care  debate  and  making  a  contribution  to 
that  debate. 

Second  of  all,  I  have  to  distinguish  between  the  idea,  at  least  as 
I  see  it,  of  regional  health  care  alliances  and  the  Clinton  adminis- 
tration original  health  care  proposal.  I  think  that  there  is  a  major 
difference  between  the  two. 

It  is  true,  of  course,  that  the  original  Clinton  plan  is  set  up  on 
the  idea  of  regional  alliances.  But  the  difference  is  that  under  the 
Clinton  plan,  with  only  a  few  exceptions,  everyone  in  the  United 
States  is  compelled  to  join  the  government-run  health  care  alliance 
whether  they  want  to  or  not.  Even  people  who  are  totally  satisfied 
with  their  present  health  care  are  required  under  that  proposed 
law  to  give  up  what  they  have  and  to  join  a  health  care  alliance. 
And  for  myself,  that  is  the  main  objection  to  health  care  alliances 
as  advanced  by  the  Clinton  administration. 

But  the  idea  of  a  health  care  alliance  in  itself,  the  idea  of  coa- 
lescing individuals,  and  small  businesses  particularly,  into  essen- 
tially a  purchasing  pool  of  health  care  so  as  to  be  able  to  give  indi- 
viduals and  small  businesses  the  collective  purchasing  power  of  big 
business  with  its  competitive  advantage  of  being  able  to  lower  rates 
and  to  offer  more  choice  at  the  same  time  in  a  competitive  situation 
I  think  is  an  outstanding  idea. 

I  have  always  favored  it,  and  I  think  that  the  more  the  Govern- 
ment can  do  to  promote  the  expansion  of  regional  alliances  for  peo- 
ple to  join  voluntarily,  then  the  more,  bit  by  bit,  we  will  reduce  the 
number  of  people  who  are  not  insured  in  this  country. 

One  more  thing,  Mr.  Chairman.  I  have  to  say  to  the  witnesses 
with  some  apologies,  you  can  see  that  there  are  not  too  many  mem- 
bers here  today.  In  fact,  I  will  have  to  be  leaving  in  a  little  bit.  The 
House  of  Representatives  changed  its  schedule  last  night  and  that 
has  affected  everything  we  are  doing  today. 

But  I  want  to  stress  to  you  as  witnesses  that  the  effect  of  your 
testimony  is  not  whether  there  are  one,  two,  three,  or  four  mem- 
bers of  a  subcommittee  listening  to  you  face  to  face,  but  the  fact 
that  everything  you  say  and  everything  you  enter  in  writing  goes 
into  the  record  and  is  made  available  to  all  of  our  colleagues 
throughout  the  House  of  Representatives  and  throughout  the  Sen- 
ate as  they  make  judgments  on  this  situation.  So  I  ask  you  to  keep 
in  mind  that  your  testimony  remains  to  the  entire  Congress. 

With  that,  I  yield  back,  Mr.  Chairman. 

Mr.  Towns.  Thank  you  very  much,  Mr.  Schiff. 

Mr.  Towns.  At  this  time  I  would  like  to  call  our  first  witness, 
Mr.  Mark  Nadel,  associate  director  of  health  financing  and  policy 
issues  at  the  General  Accounting  Office. 

Mr.  Nadel,  it  is  the  custom  of  this  committee  to  swear  in  its  wit- 
nesses. Also,  I  would  like  to — being  participants,  I  would  like  to 
swear  them  in  as  well.  Their  names,  could  you  give  us  their 
names? 

Mr.  Fairbanks.  Tim  Fairbanks. 

Mr.  OCHINKO.  Walter  Ochinko. 


Mr.  Towns.  Do  you  swear  that  the  testimony  you  will  give  is  the 
truth,  the  whole  truth,  and  nothing  but  the  truth?  If  so,  answer  in 
the  affirmative. 

[A  chorus  of  "I  do."] 

[Witnesses  sworn]. 

IVIr.  Towns.  I  would  like  to  welcome  you  to  the  subcommittee. 
And  without  objection,  your  entire  statement  will  be  included  in 
the  record.  If  you  could  summarize  within  5  minutes,  which  will 
allow  the  committee  the  opportunity  to  raise  some  questions  with 
you.  You  may  proceed. 

STATEMENT  OF  MARK  NADEL,  ASSOCIATE  DIRECTOR, 
HEALTH  FINANCING  AND  POLICY  ISSUES,  GENERAL  AC- 
COUNTING OFFICE,  ACCOMPANIED  BY  TIM  FAIRBANKS  AND 
WALTER  OCHINKO 

]VIr.  Nadel.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  be  here  to  testify  on  our  report  on  "Health  Pur- 
chasing Cooperatives"  which  we  undertook  at  your  request. 

I  am  accompanied  this  morning  by  Tim  Fairbanks  and  Walter 
Ochinko,  who  worked  very  hard  on  this  study. 

One  of  the  few  facts  agreed  upon  by  all  sides  in  today's  health 
reform  debate  is  that  small  businesses  have  a  tough  time  buying 
and  keeping  health  insurance  for  their  employees.  Some  small 
groups  cannot  obtain  insurance  at  any  price,  while  others  can  pay 
up  to  40  percent  more  to  get  the  same  coverage  as  larger  firms. 

One  response  to  this  problem  has  been  to  pool  the  buying  power 
of  individual  small  firms.  Just  as  hardware  store  owners,  farmers 
and  other  small  business  owners  have  formed  co-ops  to  use  their 
combined  power  to  buy  merchandise  at  a  lower  price,  so  too  are  we 
seeing  the  rise  of  insurance  purchasing  cooperatives  around  the 
country. 

And  the  basic  principle  is  that  large  numbers  of  small  firms  can 
join  together  to  reduce  their  administrative  expenses,  pool  their  in- 
surance risk  and  increase  their  clout  in  the  market  to  get  a  better 
deal.  These  co-ops  can  be  public,  which  are  composed  of  State  or 
local  agencies,  private,  composed  of  small  or  large  businesses,  or 
State  chartered  systems  that  combine  public  and  private  employers 
and  potentially  Medicaid  recipients. 

Regardless  of  the  outcome  of  the  current  national  health  reform 
debate,  the  growing  number  of  States  and  businesses  forming  co- 
operatives suggest  that  they  are  here  to  stay.  We  have  found,  as 
you  pointed  out,  that  pool  purchasing  is  both  a  tested  and  effective 
mechanism  to  address  recognized  problems  in  the  insurance  mar- 
ket, particularly  for  small  employers. 

Purchasing  co-ops  have  several  administrative  functions  in  com- 
mon, including  enrollment,  premium  collection  and  contracting 
with  health  plans,  and  these  functions  are  similar  to  those  being 
considered  for  voluntary  co-ops  by  the  Congress.  But  existing  co- 
operatives throughout  the  country  are  also  empowered  to  provide 
additional  policy  and  management  functions,  and  it  is  on  these  that 
I  would  like  to  focus  this  morning. 

First,  existing  co-ops  often  play  an  active  role  in  designing  the 
benefit  package.  For  example,  the  State  legislature  gave  the  Health 
Insurance  Plan  of  California,  properly  known  as  Hipick  or  HIPC, 


7. 

it  gave  them  responsibility  for  developing  the  benefits  package  of- 
fered to  small  employers  and  HIPC  created  a  standardized  benefit 
structure. 

Now,  a  standardized  benefit  package  is  useful  because  it  enables 
consumers  to  compare  plans,  and  it  also  helps  prevent  plans  from 
gaming  the  benefit  structure  to  avoid  higher  health  risks  or  other- 
wise unfairly  discriminate. 

Second,  co-ops  have  significant  power  over  the  type  and  number 
of  participating  health  insurance  carriers  and  thus  over  consumer 
choice. 

The  publicly  charted  cooperatives  offer  more  plans  than  the  pri- 
vate cooperatives  we  visited.  For  example,  HIPC  offers  enrollees  a 
choice  of  18  competing  insurance  carriers.  On  the  other  hand,  the 
Council  of  Smaller  Employers  in  Cleveland,  known  as  COSE,  which 
is  typical  of  the  private  cooperatives  we  visited,  contracts  with  only 
two  carriers. 

The  third  function  is  a  particularly  controversial  issue  in  the  con- 
sideration of  cooperatives:  Whether  they  should  negotiate  pre- 
miums with  insurance  carriers. 

Now,  some  versions  of  the  managed  competition  concept  view  co- 
ops as  more  neutral  with  competition  between  health  plans  itself 
serving  to  hold  down  prices.  Most  existing  cooperatives,  however, 
view  their  ability  to  negotiate  directly  with  carriers  as  a  critical 
tool  for  holding  down  health  insurance  premium  growth.  Despite 
their  belief  that  competition  among  plans  is  key  to  achieving  rea- 
sonable premium  growth,  public  co-ops  have  recently  begun  to  aug- 
ment market  forces  with  price  negotiations. 

For  example,  in  Wisconsin  and  California,  after  the  co-ops  were 
fairly  passive  recipients  of  significant  premium  increases  through 
the  1980's,  they  recently  turned  to  a  tough  negotiating  strategy, 
and  afterwards  premium  increases  were  substantially  less  than 
they  had  been  previously. 

The  private  co-ops  we  visited  also  believe  that  their  negotiating 
hand  is  greatly  strengthened  by  severely  restricting  the  number  of 
participating  carriers.  Although  they  may  solicit  bids  from  a  num- 
ber of  competitors  they  approach  negotiations  with  the  implicit  ca- 
veat that  they  will  award  the  contract  to  only  a  limited  number  or 
a  single  competitor.  For  example,  COSE  in  Cleveland  contracts 
with  only  two  carriers  to  obtain  a  volume  discount,  and  con- 
sequently, COSE  accounts  for  15  percent  of  the  business  of  Blue 
Cross/Blue  Shield  in  its  market  area,  which  obviously  gives  it  con- 
siderable leverage. 

A  final  and  important  function  of  co-ops  are  programs  to  meas- 
ure, improve  and  report  on  the  quality  of  care  delivered  by  partici- 
pating plans.  But  these  programs,  however,  are  only  in  their  in- 
fancy. When  mandatory  alliances  were  proposed  there  was  concern 
about  there  being  big  bureaucracies.  However,  we  found  that  they 
are  not  big  bureaucracies.  Their  operating  costs  range,  at  the  upper 
end,  from  about  3  percent  of  premium  down  to  less  than  1  percent. 

To  many  Americans,  purchasing  co-ops  are  an  unfamiliar  new 
entity  which  raise  legitimate  concerns  about  the  role  of  govern- 
ment, employers  and  employees  in  their  operation.  Governance  is 
a  central  issue  because  cooperatives  could  be  the  vehicle  through 
which   many   Americans    would   obtain   portable    health   benefits. 
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Therefore  it  is  important  to  ensure  public  and  private  accountabil- 
ity. 

A  good  example  of  some  of  these  problems  was  Florida,  which 
sought  to  achieve  accountability  through  balanced  representation 
on  the  boards  but  through  politicization  has  had  some  trouble 
achieving  that  end.  Politicization  with  the  potential  to  undermine 
public  confidence  in  cooperatives  suggest  that  Congress  should  pay 
serious  attention  to  provisions  regarding  governance. 

In  conclusion,  Mr.  Chairman,  regardless  of  the  outcome  of  the  de- 
bate over  cooperatives  and  national  reform  proposals,  pool  purchas- 
ing appears  to  be  an  increasingly  accepted  mechanism  to  address 
insurance  market  shortcomings.  If  cooperatives  are  to  become  a  na- 
tional vehicle  for  expanding  insurance  coverage,  however.  Congress 
may  want  to  give  greater  attention  to  the  selection,  composition 
and  accountability  of  cooperative  governing  boards. 

Mr.  Chairman,  that  concludes  my  statement.  I  would  be  happy 
to  answer  any  questions. 

Mr.  Towns.  Thank  you  very  much  for  your  testimony. 

[The  prepared  statement  of  Mr.  Nadel  follows:] 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  be  here  to  testify  on  our  report  on  health 
insurance  purchasing  cooperatives,  a  study  that  we  undertook  at 
your  request.^ 

One  of  the  few  facts  agreed  upon  by  all  sides  in  today's 
health  reform  debate  is  that  small  businesses  and  other  small 
organizations  have  had  a  tough  time  buying  and  keeping  health 
insurance  for  their  employees.   Some  small  groups  cannot  obtain 
insurance  at  any  price  because  of  the  health  status  of  just  one  of 
their  employees.   Even  those  able  to  secure  coverage  may  face  very- 
high  premiums  because  their  health  costs  are  unpredictable  and  the 
costs  attributable  to  one  sick  person  must  be  borne  entirely  by 
each  small  group.   Because  risk  can't  be  spread  and  because  of 
relatively  higher  overhead,  it  can  cost  up  to  40  percent  more  for  a 
small  firm  to  get  the  same  coverage  as  a  larger  firm. 

One  response  to  this  problem  is  to  pool  the  buying  power  of 
individual  small  firms.   Just  as  hardware  store  owners,  farmers, 
and  other  small  business  owners  have  formed  cooperatives  and  other 
associations  to  use  joint  purchasing  power. to  buy  merchandise  at  a 
lower  price  than  they  could  do  individually,  so  too  have  we  seen 
the  rise  of  insurance  purchasing  cooperatives  around  the  country. 
The  basic  principle  of  such  cooperatives  is  that  large  numbers  of 


'Access  to  Health  Insurance:  Public  and  Private  Employers' 
Experience  with  Purchasing  Cooperatives  (GAO/HEHS-94-142 ,  May  31, 
1994)  . 
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relatively  small  organizations  can  join  together  to  reduce  their 
administrative  expenses,  pool  their  insurance  risk,  and  increase 
their  clout  in  the  market  to  get  a  better  deal. 

The  original  Clinton  administration  proposal  called  for 
mandatory  cooperatives,  called  alliances,  but  sentiment  in  the 
Congress  is  now  clearly  toward  voluntary  cooperatives.    While  the 
Congress  has  been  deliberating  health  care  reform,  including  the 
role  of  cooperatives,  state  governments  and  private  organizations 
throughout  the  nation  have  been  forming  and  operating  such 
cooperatives.   Increasingly,  voluntary  purchasing  cooperatives  will 
be  the  vehicle  by  which  small  business  provides  health  insurance. 
Therefore,  you  asked  us  to  examine  the  operation,  authority,  and 
accountability  of  existing  cooperatives.   Our  objective  was  to 
inform  the  Congress  on  issues  that  might  arise  as  it  moves  toward 
enacting  legislation  that  could  make  such  cooperatives  a  much  more 
important  part  of  the  health  care  environment. 

BACKGROUND 

Cooperatives  can  be  public,  private,  or  state  chartered 
systems  that  include  public  and  private  employers,  and  potentially 
Medicaid  recipients.^ 


^The  11  purchasing  cooperatives  we  visited  and  some  of  their 
characteristics  are  listed  in  table  1. 
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Private  cooperatives  are  voluntary  associations  of 
employers  who  band  together  to  purchase  insurance  for  their 
employees.   Although  pooled  purchasing  is  generally 
discussed  in  the  coptext  of  assisting  small  businesses,  in 
fact,  large  firms  have  also  organized  cooperatives. 
Examples  of  private  cooperatives  are  the  Business  Health 
Care  Action  Group,  a  relatively  new  association  of  large 
Minneapolis-based  firms,  and  the  Council  of  Smaller 
Enterprises  (COSE) ,  a  small  employer  association  founded  in 
1973. 

•  Public  cooperatives  were  originally  established  by  state 
governments  to  purchase  insurance  for  state  employees  and 
were  subsequently  expanded  to  allow  voluntary  participation 
by  county  and  municipal  workers  ot  other  public  entities. 
The  largest  public  cooperative  we  visited,  the  California 
Public  Employees'  Retirement  System  (CalPERS) ,  began 
offering  health  insurance  over  3  0  years  ago  and  now  has 
nearly  1  million  covered  lives. ^   Recently,  several  states 
have  again  expanded  public  programs  by  creating  voluntary 
cooperatives  targeted  at  small  businesses. 

•  Finally,  statewide  systems  of  cooperatives  being 
established  in  some  parts  of  the  country  are  an  amalgam  of 


^Health  Insurance:  California  Public  Employees'  Alliance  Has 
Reduced  Recent  Premium  Growth  (GAO/HRD-94-40 ,  Nov.  22,  1993) 
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public  and  private  cooperatives.   They 'will  eventually 
embrace  state  employees  and  Medicaid  recipients  and  are 
open  on  a  voluntary  bas'is  to  a  wider  spectrum  of  groups, 
including  private  fj.rms,  the  self-employed,  and  low-ipcome 
individuals.   The  farthest  along  is  Florida's  statewide 
system  of  11  regional  cooperatives  that  began  enrolling 
members  in  May  1994.' 
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Table  1:   Membership  and  Enrollment  of  Purchasing  Cooperatives 
GAO  Visited 


Public  Coop«r>tlvaa 


California  Public  Employees' 
Retirement  System  (CalPERS) 


State  and  local  government  employees 


930,000 


Washington  State  Health  Care 
Authority 

Public  Employees  Benefit 
Board 

Basic  Health  Plan 


Caregivers 
Total 


State  and  school  district  employees 


Individuals  on  subsidies  and  those 
willing  to  join  on  a  nonsubsidized 
basis 


Caregivers 


265, 

,824 

32, 

,697 

50 

299. 

571 

Health  Insurance  Plan  of 
California  (HIPC) 


Firms  with  5-50  full-time  employees 


44,000 


Minnesota  Department  of 
Employee  Relations 

State  Employee  Insurance 
Program 

Public  Employee  Insurance 
Program 

Minnesota  Employers 
Insurance  Program 

Total 


State  employees 

Local  government  employees 


Private  employers  with  two  or  more 
.employees 


144,000- 
5,000 
1,000 

150,000 


Wisconsin  State  Employee 
Group  Health  Benefits 
Program 

State  and  local  government  employees 

195,000 

Prlvat*  Coop«ratlv*a 

Business  Health  Care  Action 
Group  (BHCAG),  Minnesota 

Firms  with  more  than  500  employees 

45,000 

Council  of  Smaller 
Enterprises  (COSE) ,  Ohio 

Firms  with  fewer  than  151  employees 

200,000 

Employers  Association 
Buyers'  Coalition,  Minnesota 

Small-  to  medium-sized  firms 

13,000 

Employers  Health  Purchasing 
Cooperative,  Washington 

Small  and  large  firms 

1,050 

Statvwid*  Ceep«r«tlT«  8y«tMw 

Florida 

Firms  with  fewer  than  51  employees, 
state  workers,  and  individuals 
eligible  for  subsidies 

Enrollment 
began  mid- 
May  1994 

Washington 

Individuals  and  any  size  firm 

Not  yet 
enrolling 
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Regardless  of  the  outcome  of  the  current  national  health  reform 
debate,  the  growing  number  of  states  and  businesses  forming 
cooperatives  suggests  they  are  here  to  stay.   We  found  that  pooled 
purchasing  is  both  a  tested^ and  effective  mechanism  to  address 
recognized  problems  in  the  insurance  market --especially  for  small 
employers . 

EXISTING  COOPERATIVES  HAVE  BROAD  AUTHORITY  OVER 
HEALTH  INSURANCE  ADMINISTRATION  AND  BENEFITS 

Purchasing  cooperatives  have  several  administrative  functions 
in  common  including  enrollment,  premium  collection,  and  contracting 
with  health  plans.   These  functions  are  similar  to  those  being 
considered  for  voluntary  cooperatives  by  the  Congress.   But 
existing  cooperatives  are  also  empowered  to  perform  additional 
policy  and  management  functions.   Notable  among  the  broad  policy 
functions  assigned  to  existing  cooperatives  are  the  ability  to 
(1)  define  benefits  packages,  (2)  include  or  exclude  individual 
health  plans,  (3)  negotiate  contracts,  and  (4)  develop  and  analyze 
quality  data. 

Benefits  Package 

Existing  cooperatives  often  play  an  active  role  regarding 
benefits.   The  state  legislature  gave  the  Health  Insurance  Plan  of 
California  (HIPC)  responsibility  for  developing  the  benefits 
package  offered  to  small  employers.   Using  health  maintenance 
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organization  licensing  standards  and  information  gathered  during  a 
series  of  public  hearings,  HIPC  created  a  standardized  benefit 
structure.   Other  cooperatives  have  also  standardized  benefits  in 
order  to  (1)  prevent  plans  from  using  the  benefit  structure  to 
deter  bad  risk  enrollees,  (2)  make  it  easier  for  consumers  to 
compare  plans,  and  finally  (3)  enable  the  cooperative  staff  to  more 
easily  evaluate  each  plan's  efficiency.   Private  cooperatives 
generally  work  with  insurance  carriers  to  develop  benefit 
structures  that  reflect  the  needs  of  their  membership. 

Contracting  Authority  Affects  Consumer  Choice 

Cooperatives  have  significant  power  over  the  type  and  nxomber 
of  participating  health  insurance  carriers  and  thus  over  consumer 
choice.   Although  states  allow  public  cooperatives  to  exclude 
carriers,  they  tend  to  be  inclusive.   Thus,  HIPC  offers  enrollees  a 
choice  of  18  competing  carriers.   Especially  for  small  businesses, 
the  broad  choice  of  plans  offered  by  public  cooperatives  expands 
the  options  available  to  their  employees.   On  the  other  hand,  COSE, 
typical  of  the  private  cooperatives  we  visited,  contracts  with  only 
two  carriers. 

Because  they  believe  managed  care  is  more  effective  at 
controlling  costs,  both  the  private  and  public  cooperatives  we 
visited  generally  offer  managed  care  options  to  enrollees.   In 
1983,  the  Wisconsin  cooperative  announced  that,  with  the  exception 
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of  its  two  self-funded  f ee-f or-service  (FFS)  plans,  only  health 
maintenance  organizations  (HMO)  would  be  allowed  to  participate. 
Enrollment  in  HMOs  more  than  tripled  to  65  percent  the  next  year. 
Officials  at  Cleveland-base^  COSE  told  us  that  their  members  prefer 
FFS  plans  and  that  this  preference  has  limited  the  cooperatives' 
ability  to  more  actively  encourage  enrollment  in  plans  with 
stronger  cost  control  features.   Only  21  percent  of  COSE  members 
are  enrolled  in  HMOs. 

Negotiating  Authority 

A  particularly  controversial  issue  in  the  consideration  of 
cooperatives  is  whether  they  should  negotiate  premiums  with 
insurance  carriers.   Some  versions  of  managed  competition  view 
cooperatives  as  more  neutral,  with  competition  between  health  plans 
serving  to  hold  down  prices.   Most  existing  cooperatives,  however, 
view  their  ability  to  negotiate  with  carriers  as  a  critical  tool 
for  restraining  growth  in  health  insurance  premiums. 

Despite  their  belief  that  competition  among  plans  is  key  to 
achieving  reasonable  premium  growth,  public  cooperatives  have 
recently  begun  to  augment  market  forces  with  price  negotiations. 
The  Wisconsin  cooperative  adopted  a  number  of  cost  control  measures 
in  1983  but  simply  accepted  sealed  bids  from  health  plans  without 
any  discussion  of  premium  increases.   Over  the  next  decade, 
initially  low  yearly  premium  increases  were  followed  by  several 
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years  of  significantly  accelerated  premium  growth.   Wisconsin 
turned  to  negotiations  in  1993.   The  cooperative  hired  an  actuary 
to  develop  target  premiums  for  each  plan  based  on  data  submitted  by 
health  carriers.   If  a  planjs  bid  was  significantly  higher  than  its 
target,  cooperative  officials  discussed  the  discrepancy  with  plan 
representatives.   Wisconsin  officials  told  us  that  best-and-f inal 
offers  from  9  of  the  10  plans  contacted  for  discussion  had 
substantially  lower  premiums. 

Although  CalPERS  had  long  discussed  premium  increases  with 
health  plans,  pressure  to  contain  costs  became  critical  in  1991 
when  California  froze  the  state  contribution  to  premiums, 
magnifying  the  impact  of  rate  increases  on  state  enployees .   As  a 
result,  CalPERS  began  aggressive  negotiations  with  health  plans  in 
1992  and  had  held  premium  increases  to  well  below  the  national 
average.   Another  California  cooperative,  HIPC,  recently  achieved  a 
6-percent  reduction  over  premiums  offered  in  1993,  its  first  year 
of  operation. 

The  private  purchasing  cooperatives  we  visited  believe  that 
their  negotiating  hand  is  strengthened  by  severely  restricting  the 
number  of  participating  carriers.   Although  they  may  solicit  bids 
from  a  number  of  competitors,  private  cooperatives  approach 
negotiations  with  the  inplicit  caveat  that  they  will  award  the 
contract  to  a  single  coitpetitor.   For  exair?>le,  COSE,  a  private 
small  business  cooperative,  contracts  with  only  two  carriers  to 
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obtain  a  volume  discount.   Constituting  about  15  percent  of  Blue 
Cross's  business  in  the  Cleveland  metropolitan  area,  COSE  is  the 
carrier's  single  largest  customer.   According  to  COSE  officials, 
Blue  Cross  knows  that  the  cpoperative  could  "shop  around"  when  the 
current  contract  expires. 

Quality  of  Care 

Reflecting  the  state  of  the  art,  programs  to  measure,  improve, 
and  report  on  the  quality  of  care  delivered  by  participating  health 
plans  are  in  their  infancy.   Compared  to  the  public  cooperatives  we 
visited,  however,  private  purchasing  pools  placed  more  emphasis  on 
such  programs.   For  example,  the  Business  Health  Care  Action  Group 
sponsored  creation  of  a  $2  million  institute  to  develop  practice 
guidelines  and  a  system  to  monitor  treatment  and  patient  outcomes. 
Public  cooperatives  are  now  beginning  programs  that  focus  on  the 
quality  of  the  services  obtained.   Officials  at  the  Minnesota  State 
cooperative  told  us  that  they  intend  to  create  a  new  unit  to 
collect  and  analyze  quality  outcomes  data.   Florida's  statewide 
system  of  cooperatives  will  issue  report  cards  on  quality  using 
health  plan  data  analyzed  by  a  state  agency. 


EXISTING  COOPERATIVES  OPERATE 
WITH  MODEST  BUDGETS  AND  STAFFS 


Existing  cooperatives  are  not  big  bureaucracies.   Their 
operating  costs  range  from  about  3  percent  of  total  insurance 
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premiums  for  smaller  or  recently  formed  cooperatives  such  as  the 
HIPC,  to  less  than  1  percent  of  premiums  for  larger  and  more  mature 
purchasing  pools  like  the  Wisconsin  State  Employee  Group  Health 
Benefits  Program.    Most  copperatives  contract  with  private  firms 
for  enrollment  and  premium  collection  activities.   Their  relatively 
modest  in-house  staffs  tend  to  focus  on  management  and  policy 
functions,  including  premium  negotiations,  plan  monitoring,  and 
contractor  oversight. 

CONCERNS  REMAIN  REGARDING  GOVERNING  STRUCTURES 

To  many  Americans,  purchasing  cooperatives  are  an  unfamiliar 
new  entity,  raising  legitimate  concerns  about  the  role  of 
government,  employers,  and  employees  in  their  operation. 
Governance  is  a  central  issue  because  under  many  reform  proposals 
cooperatives  are  the  vehicle  through  which  many  Americans  would 
obtain  portable  health  benefits.   And  for  those  unable  to  obtain  or 
afford  insurance  under  the  current  system,  government  subsidies 
channeled  through  purchasing  cooperatives  would  facilitate  access 
to  coverage.   This  nexus  of  interests  highlights  the  importance  of 
establishing  a  proper  balance  between  public  and  private 
accountability.   Although  many  of  the  cooperatives  we  visited 
provide  limited  lessons  for  establishing  such  accountability,  we 
believe  that  the  experience  of  Florida  cooperatives  identifies  some 
of  the  potential  pitfalls. 
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•  Although  the  Florida  law  requires  that  cooperative  boards 
reflect  the  demographics  of  the  population  served,  that 
goal  has  been  difficult  to  achieve.   Political  rivalry 
among  the  three  appointing  officials  has  impeded  the  • 
coordination  needed  to  meet  the  law's  goal. 

•  The  "consumer"  representatives  on  the  boards--def ined  in 
the  law  as  "an  individual  user  of  health  care  services"-- 
are  virtually  indistinguishable  from  the  11  statutory 
"business"  representatives. 

•  According  to  a  Florida  official,  inadequate  screening 
resulted  in  board  members  whose  appointments  could  be 
challenged--for  example,  appointees  with  prohibited 
affiliations  such  as  health  care  consulting. 

Politicization,  with  the  potential  to  undermine  public  confidence 
in  purchasing  cooperatives,  suggests  that  serious  attention  should 
be  paid  to  provisions  regarding  the  composition  and  appointment  of 
boards.   Florida's  experience  suggests  that  in  providing  for 
cooperatives  the  Congress  should  include  a  mechanism  to  ensure 
achievement  of  any  representational  goals. 
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CONCLUSION 


Regardless  of  the  outcome  of  the  debate  over  cooperatives  in 
national  reform  proposals,  pooleid  purchasing  appears  to  be  an 
increasingly  accepted  mechanism  to  address  insurance  market    » 
shortcomings.   Our  work  suggests  that  the  criticism  of  purchasing 
cooperatives  as  too  regulatory  and  too  bureaucratic  has  been 
overstated.   Cooperatives  are  a  proven  and  economical  way  for 
firms,  especially  small  employers,  to  purchase  insurance.   If 
cooperatives  become  a  national  vehicle  for  expanding  insurance 
coverage,  however,  the  Congress  may  want  to  give  greater  attention 
to  the  selection,  coitposition,  and  accountability  of  cooperative 
governing  boards . 


Mr,.  Chairman,  this  concludes  my  statement.   I  would  be  happy  to 
answer  any  questions. 


(108210) 
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Mr.  Towns.  Let  me  begin  by  first  asking  you  how  does  the  aver- 
age person  or  business  become  a  member  of  an  aUiance?  And 
maybe  you  can  add,  so  how  do  they  select  a  health  plan  as  well? 

Mr.  Nadel.  Well,  there  would  be  several  ways.  Typically,  par- 
ticularly with  the  large  public  alliances  such  as  Florida,  which  has 
just  formed,  they  would  advertise.  They  have  to  do  some  market- 
ing, just  as  an  insurance  company  would,  and  they  would  go  out 
to  businesses  and  say  we  are  here,  we  are  offering  insurance,  and 
the  business  would  contact  the  alliance  and  join,  or  the  alliance 
could  contact  all  the  businesses  of  the  size  category  it  is  reaching 
and  point  out  the  advantages. 

Then  having  selected  insurance  plans  to  contract  with,  the  alli- 
ance offers  the  employer  a  menu  of  plans,  and  the  employer  would 
choose  the  plan.  It  is  also  possible,  of  course,  for  the  employees  to 
individually  choose,  but  right  now  it  is  more  typical  for  the  employ- 
ers to  choose. 

Mr.  Fairbanks.  I  would  just  add  to  that,  that  in  a  number  of 
cases  alliances  have  provided  for  brokers  or  agents  to  work  for 
them  and  receive  commissions.  The  HIPC  in  California 

Mr.  Nadel.  And  Florida. 

Mr.  Fairbanks  [continuing].  And  Florida  also  provide  for  brokers 
to  sell  the  alliance  members  insurance. 

Mr.  Towns.  What  evidence  do  you  have  that  alliances  are  effec- 
tive in  terms  of  controlling  costs?  Do  you  have  any  evidence  that 
you  could  present? 

Mr.  Nadel.  That  is  actually  a  more  complicated  question  than 
many  people  realize.  It  is  an  excellent  question  because  we  have 
found  that,  for  example,  in  California,  what  is  probably  the  largest 
cooperative,  CalPERS,  did  have  several  years  of  cost  increases 
which  were  actually  higher  than  both  the  national  and  State  aver- 
ages. After  they  started  negotiating,  those  increases  went  way 
down. 

In  1993,  for  example,  they  were  IV2  percent,  and  in  1994  there 
actually  was  a  decrease  in  premiums.  But  that  is  not  a  complete 
answer  by  itself  because  premium  growth  has  been  held  down 
throughout  the  country,  even  in  nonalliances.  So  it  is  difficult  to 
know  what  would  have  happened  in  the  absence  of  alliances. 

Also,  as  is  well-known,  California  had  a  major.  State  financial 
crisis,  and  so  basically  the  State  simply  said,  "We  are  not  going  to 
pay  any  more,  period."  And  since  they  were  insuring  900,000  lives 
that  gave  them  quite  a  bit  of  bargaining  clout.  In  more  normal  cir- 
cumstances they  may  not  have  had  that  kind  of  leverage. 

But  with  those  qualifications,  and  I  hate  to  be  sort  of,  you  know, 
mealymouthed  about  the  answer,  but  it  is  just  important  to  know 
that  just  because  they  did  significantly  decrease  premium  growth, 
and  the  same  in  Wisconsin,  we  can't  attribute  it  only  to  alliances. 
But  we  think  the  evidence  does  suggest,  based  particularly  on  the 
Wisconsin  and  the  California  experience — COSE  also  has  had  con- 
siderably lower  premium  growth  than  private  companies  which  are 
not  in  the  alliance.  So  we  think  there  is  pretty  strong  evidence  that 
they  held  down  growth. 

Mr.  Towns.  I  guess  politicians  don't  generally  say  this  too  much, 
but  I  think  that  the  alliance  is  overly  political,  and  I  think  that  we 
agree  to  that.  I  see  a  great  danger  in  that  the  political  powerless 
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may  be  totally  excluded  from  these  boards — people  that  have  no 
power. 

Who  should  be  represented  on  the  alliance  board?  And  how  can 
we  ensure  a  more  balanced  system  in  terms  of  appointments? 

In  other  words,  we  would  have  the  handicapped,  senior  citizens, 
women — just  a  whole  cross  section.  How  do  we  get  that  balance? 

Mr.  Nadel.  We  think  that  the  experience  of  Florida  and 
CalPERS  may  offer  some  examples.  Florida  does  require  represen- 
tation in  terms  of  there  being  some  consumer  representation.  They 
also  try  to  acquire  demographic  or  ethnic  representation  by  hav- 
ing— making  sure  there  is  representation  of  minorities. 

As  I  have  pointed  out,  though,  they  have  had  a  little  trouble  in 
achieving  that  because  the  boards  are  appointed  by  three  different 
entities,  three  different  political  entities,  and  so  it  is  hard  to 
achieve  that  kind  of  balance  when  you  have  three  people  making 
the  appointments.  They  may  have  had  trouble  doing  that. 

In  California,  the  board  does  require  elected  employee  members 
as  well.  So  that  is  another  possibility. 

I  do  not  think  that  we  can  recommend  a  particular  way  to  bal- 
ance it.  I  think  what  we  are  saying  is  that  as  Congress  enacts  leg- 
islation providing  for  alliances  some  consideration  should  be  given 
to  making  sure  that  consumers  are  represented,  that  there  are  con- 
flict of  interest  provisions. 

Mr.  Towns.  You  know,  there  is  a  lot  of  talk  going  on  as  we  de- 
bate the  health  care  bill  here  that  refer  to  the  alliances  as  big  bu- 
reaucracies. But  you  have  indicated  the  fact  is  that  is  not  the  case 
in  terms  of  the  ones  you  visited.  Could  you  talk  about  the  staff  size 
of  these  alliances,  the  ones  that  you  visited? 

Mr.  Nadel.  Sure.  They  ranged  from,  at  the  bottom,  about  just  2 
people,  the  small  ones,  and  the  largest  ones,  in  California  and  in 
Washington  State,  had  only  95  people.  Another  way  to  look  at  it 
is  the  number  of  people  compared  to  the  amount  of  business  they 
do.  And  at  the  largest  their  overhead  costs  were  about — for  the  ma- 
ture ones  were  about  1  percent  of  premiums. 

You  are  always  going  to  get  somewhat  larger  as  they  are  starting 
up  because  there  are  some  fixed  costs.  But  generally  they  are  not 
that  large.  And  one  thing  that  accounts  for  differences  in  size  is, 
obviously,  how  much  they  do.  Many  of  the  private  and  smaller  alli- 
ances contract  out  routine  functions  like  enrollment,  premium  col- 
lection. They  would  do  that  with  a  third  party  administrator,  typi- 
cal of  what  many  businesses  do  now,  and  that  would  hold  down 
their  size. 

But  we  certainly  didn't  find  them  to  be  large,  overwhelming  bu- 
reaucratic entities.  Even  the  largest  one,  California,  which  covers 
nearly  a  million  lives,  you  know,  has  less  than  100  employees. 

Mr.  Towns.  Thank  you  very  much. 

At  this  time  I  yield  to  Congressman  Schiff. 

Mr.  SCHIFF.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  have  no  questions  of  the  panel.  I  appreciate 
their  testimony,  and  once  again  emphasize  just  for  the  record  that 
I  am  not  and  I  know  of  nobody  who  is  criticizing  regional  purchas- 
ing alliances.  I  think  they  are  a  fine  idea. 

The  issue  in  Congress  is  should  people  be  required  to  join  a  par- 
ticular alliance.  It  is  to  that  I  object. 
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Thank  you,  Mr.  Chairman.  I  yield  back. 

Mr.  Towns.  Thank  you  very  much. 

Let  me  thank  you,  Mr.  Nadel,  and  let  me  thank  all  of  you  for 
your  participation,  and  we  look  forward  to  working  with  you  fur- 
ther as  we  continue  to  debate  this  issue. 

Mr.  Nadel.  Thank  you  very  much,  Mr.  Chairman,  Mr.  Schiff. 

Mr.  Towns.  Our  next  panel  is  Douglas  Cook,  director  of  the  Flor- 
ida Agency  for  Health  Care  Administration;  Steven  Wetzell,  execu- 
tive director  of  the  Business  Health  Care  Action  Group  in  Min- 
nesota; Jason  Adkins,  executive  director  of  the  Center  for  Insur- 
ance Research  in  Massachusetts. 

Gentlemen,  it  is  the  policy  of  this  committee  to  swear  in  its  wit- 
nesses. So,  if  you  would  stand  and  raise  your  right  hand. 

Do  you  swear  the  testimony  you  will  give  is  the  truth,  the  whole 
truth  and  nothing  but  the  truth?  If  so,  answer  in  the  affirmative? 

[A  chorus  of  "I  do"]. 

[Witnesses  sworn]. 

Mr.  Towns.  Take  your  seats. 

I  would  like  to  welcome  all  of  you  to  the  subcommittee.  We  have 
your  prepared  statement  which,  without  objection,  will  be  included 
in  the  record.  We  would  like  for  you  to  proceed  in  terms  of  summa- 
rizing your  testimony  within  5  minutes  so  that  the  members  will 
have  an  opportunity  to  raise  questions  with  you. 

So,  Mr.  Cook,  why  don't  you  begin? 

STATEMENTS  OF  DOUGLAS  COOK,  DIRECTOR,  FLORIDA  AGEN- 
CY FOR  HEALTH  CARE  ADMINISTRATION;  STEVEN  WETZELL, 
EXECUTIVE  DIRECTOR,  BUSINESS  HEALTH  CARE  ACTION 
GROUP,  MINNESOTA;  AND  JASON  ADKINS,  EXECUTIVE  DI- 
RECTOR,  CENTER  FOR  INSURANCE  RESEARCH,  MASSACHU- 
SETTS 

Mr.  Cook.  Thank  you  very  much,  Mr.  Chairman. 

First  of  all,  let  me  thank  you,  Mr.  Chairman,  for  the  outstanding 
work  that  your  committee  has  done  on  health  care.  You,  as  we 
know,  have  been  in  south  Florida  looking  at  some  of  the  significant 
problems  we  have  with  fraud  and  abuse  in  some  Federal  programs. 
You  have  been  extremely  helpful  and  have  shown  great  leadership, 
and  we  thank  you  and  your  committee  staff  for  the  outstanding 
work  you  have  done. 

The  Governor  asked  me  to  pass  on  his  personal  thanks  to  you  for 
coming  to  south  Florida  and  bringing  attention  to  those  problems. 

Mr.  Towns.  Thank  you. 

Mr.  Cook.  We  faced  a  unique  problem  in  Florida,  Mr.  Chairman, 
as  you  learned  in  your  visit.  Over  the  period  of  the  1980's  we  expe- 
rienced cost  growth  in  our  health  insurance  programs  exceeding  20 
percent  a  year  during  that  time.  Thousands  of  Floridians  lost  their 
health  insurance  as  a  result  of  that. 

Thousands  of  businesses  were  prevented  from  purchasing  health 
insurance,  and  Florida  is  a  unique  State  in  that  we  are  a  small 
business  State.  Unlike  many  States  of  the  Northeast,  most  of  our 
businesses,  in  fact,  95  percent  of  our  businesses,  are  businesses 
with  less  than  25  employees.  So,  without  large  businesses  you  have 
been  able  to  leverage  their  purchasing  in  the  free  market. 
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Many  of  our  businesses  have  gone  without  health  insurance.  In 
fact,  50 — only  55  percent  of  all  Florida  businesses  provide  health 
insurance.  That  leaves  over  40,000  Florida  businesses  which  pro- 
vide no  health  insurance  to  their  employees. 

We  have  the  fourth  highest  uninsured  rate  in  the  country.  Over 
22  percent  for  folks  under  the  age  of  65.  That  uninsurance,  of 
course,  increases  costs,  because  the  costs  from  the  uninsured  are 
passed  on  to  the  insured.  And  as  you  know,  Mr.  Chairman,  over 
80  percent  of  the  uninsured  folks  in  this  country  are  working  folks 
and  their  families. 

This  is  not  a  problem  of  the  very  poor,  and  it  certainly  is  not  a 
problem  of  the  very  rich.  In  fact,  a  Palm  Beach  Post  editorial  re- 
cently indicated  that  some  of  the  plans  in  Congress  and  some  of  the 
plans  that  we  were  seeing  were  more  like  suggesting  that  "people 
take  two  aspirins  and  call  when  they  are  rich." 

The  fact  of  the  matter  is  working  people  and  their  families  are 
the  people  who  are  denied  health  insurance,  and  without  some 
means  of  leveraging  this  market  they  will  never  be  able  to  pur- 
chase it. 

Florida  also  has  the  unique  and  kind  of  unfortunate  problem  of 
having  three  of  the  five  most  expensive  Medicare  per  admission 
rates  in  the  country,  according  to  the  Urban  Institute  and  the  New 
England  Journal  of  Medicine  in  an  article  published  in  March  of 
last  year  they  cited  Miami,  Fort  Lauderdale,  and  Tampa  as  the  1, 
2,  and  No.  5  cities  in  terms  of  the  Medicare  per  admission  rate. 

Again,  that  has  a  lot  to  do  with  the  fact  that  we  have  a  substan- 
tial elder  population.  We  have  a  medical  industry  which  has  orga- 
nized itself  to  serve  that  elder  population,  and  in  many  cases 
underserve  that  elder  population,  and  the  costs  of  our  uninsured 
are  passed  on  to  the  insured,  and  we  are  not  able  to  organize  our 
system  in  any  kind  of  logical  way.  So,  we  had  a  lot  of  good  reasons 
to  take  up  health  care  reform. 

Last  year,  our  legislature  passed  our  landmark  Healthy  Homes 
Act,  and  Governor  Chiles  had  worked  very  hard  at  establishing  11 
community  health  purchasing  alliances,  which  roughly  cor- 
responded to  the  11  major  metropolitan  areas  of  the  State.  You  will 
see  in  my  testimony,  I  think  at  page  2  of  the  testimony,  a  map 
which  delineates  those  alliances,  and  you  can  see  that  Dade  County 
or  Miami,  Broward  County,  Fort  Lauderdale,  Palm  Beach,  Jackson- 
ville, Orlando,  Tampa,  St.  Petersburg,  Fort  Myers,  and  Pensacola — 
the  major  metropolitan  areas  of  the  State  along  with  two  of  our 
rural  areas,  Gainesville  and  Tallahassee,  make  up  our  regional 
purchasing  alliances. 

We  chose,  and  I  underst£uid  the  concerns  that  you  have  ex- 
pressed, Mr.  Chairman,  and  greatly  respect  those  concerns.  We 
chose  to  move  initially  with  politically  appointed  boards,  and  there 
was  a  purpose  for  that.  That  was  not  a  compromise  that  we  had 
to  make  in  the  process.  That  was  something  that  we  well  consid- 
ered beforehand.  And  that  was  in  getting  these  alliances  off  the 
ground  we  wanted  to  insure  that  there  was  some  political  account- 
ability. 

I  know  that  political  has  become  a  negative  word  in  our  public 
lexicon  these  days.  However,  I  worked  for  a  man  who  has  been  a 
politician  for  30  years  and  he  kind  of  likes  being  called  a  politician. 
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He  happens  to  think  that  the  people  put  him  there  and  he  ought 
to  be  held  accountable  for  his  actions. 

I  think  that  the  testimony,  the  previous  testimony  you  heard  ex- 
pressing some  concerns  that  there  are  three  appointers  to  the 
boards  implied  that  one  of  the  appointers — in  fact,  the  Governor — 
was  very  representative  in  his  appointments. 

All  of  his  board  appointments,  and  they  make  up  9  of  the  17 
board  appointments,  are  broadly  representative  of  the  age,  racial 
and  gender  specifics  of  each  of  our  districts.  However,  as  the  GAO 
pointed  out,  some  of  the  other — the  other  two  appointers  might  not 
have  been  as  aggressive  in  looking  at  that.  So,  that  is  certainly  a 
concern. 

But  I  guess  the  Governor's  concern  and  his  reason  for  moving 
initially  with  political  appointments  was  that  he  wanted  somebody 
held  accountable.  He  wanted  somebody  held  accountable  for  the 
quality  of  the  appointment,  for  the  diversity  of  the  appointment, 
and  for,  ultimately,  the  outcome  of  what  the  board  produced  in 
terms  of  health  reform. 

He  wanted  people  to  know  that  his  nine  appointments  were  rep- 
resentative of  the  kinds  of  people  that  he  wanted  to  serve  on  this 
board,  and  he  wanted  to  be  held  accountable  for  the  results  that 
they  produced. 

He  also,  because  he  was  forced  to  make  one  compromise — he  was 
going  to  be  the  sole  appointing  authority  initially,  and  one  of  the 
compromises  was  to  allow  the  Speaker  of  the  House  and  our  Presi- 
dent of  the  Senate,  in  due  respect  to  the  legislative  process,  to  ap- 
point four  members  apiece.  He  wants  them  held  accountable  for 
their  appointments,  the  diversity  of  their  appointments  and  the 
outcomes  of  their  appointments. 

So,  to  just  address  that,  we  happen  to  think  that  that  is  not  nec- 
essarily a  negative  thing,  and  we  do  believe  that  Congress  ought 
to  look  at  the  outcomes  produced  from  these  boards.  If  they 
produce  lower  prices,  if  they  produce  higher  health  care,  and  if 
they  don't  allow  their  political  affiliation  to  interfere  with  their  du- 
ties, then  they  have  done  the  job. 

On  the  other  hand,  if  they  don't  do  the  job  that  they  need  to  do, 
then  the  Congress  can  look  at  them  very  seriously  and  that  is  why 
you  have  the  GAO  and  other  outstanding  arms  to  look  into  how  a 
State  or  region  applies  that. 

Let  me  kind  of  briefly  summarize  because  I  know  you  have  got 
distinguished  panel  members  and  I  know  in  your  questions 

Mr.  Towns.  And  the  red  light  is  on. 

Mr.  Cook.  Sir. 

Mr.  Towns.  And  the  red  light  is  on. 

Mr.  Cook.  OK.  Then  I  will  do  it  in  30  seconds,  Mr.  Chairman. 

Without  alliances  small  businesses  will  not  have  the  choice  nor 
the  leverage  in  the  market.  There  is  absolutely  no  way  that  a  small 
business  with  3  employees  or  5  employees  or  10  employees  can  af- 
ford the  benefits  manager,  can  afford  the  shopping,  can  afford  to 
bring  the  pressure  to  bear  that  you  need  to  bring  to  bear  to  do  it. 

If  you  look  at  Florida's  alliances,  and  I  hope  some  of  our  ques- 
tions bring  it  out,  if  you  look  at  the — excuse  me — page  8  of  my  tes- 
timony, what  you  will  see  is  a  Statewide  summary  of  what  the  alli- 
ances, the  outcomes  the  alliances  initially  produced.  For  11  alii- 
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ances,  the  average  number  of  carriers  was  over  28  carriers  or 
AHPs — accountable  health  plans.  There  were  over  120  choices  of- 
fered to  alliance  members.  Now,  any  small  business  in  America  will 
tell  you  today  that  they  are  lucky  to  have  2  or  3  choices  much  less 
120  choices. 

If  you  look  at  the  number  of  plans  that  reduced  prices,  and  we 
based  this  on  what  an  average  price  was  in  that  geographical  area, 
over  70  percent  of  the  plans  offered  in  the  average  CHPA  area  re- 
duced prices  from  what  the  folks  were  currently  paying  that  day. 

And,  in  fact,  maybe  the  most  outstanding  example  we  have  of 
that — and  reduced  prices,  by  the  way,  somewhere  in  the  order  of 
25  to  40  percent.  So,  the  fact  that  the  prices  are  posted,  the  fact 
that  the  prices  are  compared,  and  the  fact  that  the  CHPAs  and 
purchasing  alliances  offer  the  buying/purchasing  is  something  very 
significant. 

One  of  the  great  problems  you  have  in  the  health  insurance  mar- 
ket today  is  that  people  don't  know,  and  without  that  knowledge — 
without  that  knowledge  of  choice,  without  that  ability  to  compari- 
son shop,  you  can't  reduce  prices.  Choice  is  a  major  thing.  Reduc- 
tion of  prices  is  a  major  thing. 

Mr.  Towns.  Your  30  seconds  are  also  up. 

Mr.  Cook.  Yes,  sir. 

[The  prepared  statement  of  Mr.  Cook  follows:] 
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Chairman  Towns  and  members  of  the  subcommittee,  thani<  you  for  the  opportunity  to 
come  to  Washington  and  report  on  our  early  successes  with  health  insurance  purchas- 
ing alliances  in  Florida. 

As  you  know,  Florida  initiated  its  current  health  care  reform  activities  under  the  leader  - 
ship  of  Governor  Lawton  Chiles  with  the  passage  of  the  Health  Care  Reform  Act  of 
1 992.  This  legislation  set  the  stage  for  a  voluntary  public/private  partnership  that  has 
begun  to  expand  access  to  basic  health  benefits  and  gain  control  of  our  runaway  costs. 

Our  system  of  community  health  purchasing  alliances,  known  as  CHPAs  (chippas)  was 
authorized  by  our  Health  Care  and  Insurance  Reform  Act  of  1 993  (Chapter  93-1  29, 
Laws  of  Florida).  This  legislation  established  Florida  as  the  first  state  to  test  the 
managed  competition  reform  strategy  on  a  statewide  basis. 

After  enacting  the  law  in  April  of  1 993,  we  began  a  careful  and  detailed  process  select  - 
ing  1 1  separate  1  7-member  boards  of  direaors.  There  were  a  number  of  required  cri- 
teria in  the  board  selection  process,  including  residency  in  the  CHPA  district,  lack  of 
any  current  or  prior  affiliation  with  a  health  care  insurer  or  provider,  adequate  repre- 
sentation from  small  businesses  with  50  or  fewer  employees,  appropriate  reflection  of 
the  district's  demographic  diversity,  and  willingness  to  serve  voluntarily  without  com- 
pensation. Appointments  were  made  by  the  Governor,  the  President  of  the  Senate,  and 
the  Speaker  of  the  House  of  Representatives  by  October  1 ,  1 993. 

We  had  a  two-day  educational  retreat  for  the  new  board  members  in  November  1 993, 
and  by  February  of  this  year,  the  1 1  CHPAs  had  hired  staff  (one  or  two  people  each) 
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and  established  local  offices.  The  CHPAs  released  their  initial  round  of  requests  for 
proposals  to  accountable  health  partnerships  (AHPs)  in  December,  and  opened  bids  on 
February  1 0th.  We  received  bids  submitted  by  46  AHPs  offering  a  total  of  over  1 ,000 
plans.  We  are  very  pleased  with  the  diversity  of  the  coverage  available  to  CHPA  mem  - 
bers,  as  well  as  the  competitive  prices.  The  average  small  business  can  choose  from 
28  AHPs  offering  1 20  different  plans  at  an  average  savings  of  25  percent. 

The  CHPAs  began  enrolling  members  over  the  past  month,  and  the  system  is  now  fully 
operational  with  small  businesses  purchasing  coverage  based  on  the  AHP  bids.  Even 
without  a  significant  marketing  effort,  which  is  slated  to  begin  late  this  summer,  the 
CHPAs  are  actively  signing  up  small  businesses  who  recognize  a  good  deal  when  they 
see  one.  A  detailed  CHPA  implementation  schedule  appears  on  page  1  2. 


Provisions  of  the  Health  Care  and  Insurance  Reform  Act  of  1993 
Regarding  Community  Health  Purchasing  Alliances 


Florida's  1 1  community 
health  purchasing 
alliances  (CHPAs)  are 
regional,  non-profit 
organizations  with 
exclusive  territories. 
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The  1  7-member 

voluntary  board  of 

directors  includes  nine 

gubernatorial  appointees 

and  four  each  by  the 

President  of  the  Senate  and  the  Speaker  of  the  House  of  Representatives. 

Board  members  cannot  have  any  affiliation  with  health  care  providers  or 
insurers. 
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Managed  Competition  in  Florida:  The  CHPA  Model 


Community  Health  Purchasing  Alliances 


irii  II II II  fn 


QOVERklMENT 


INDIVIDUALS 


The  CHPAs  develop  requests  for  proposals  to  annually  solicit  bids  from 
competing  insurer/provider  networks,  called  accountable  health  partnerships, 
orAHPs. 

Any  employer  vi/ith  1-50  full-time  employees  is  eligible  to  join  the  CHPA  in  its 
district.  Small  businesses  and  others  are  required  to  meet  the  terms  of  CHPA 
membership,  pay  a  membership  fee,  and  purchase  their  health  care  through 
the  CHPA. 

A  CHPA  may  require  a  small  employer  seeking  membership  to  agree  to 
participate  in  the  alliance  for  a  minimum  period  of  time,  not  to  exceed  one  year. 

Employers  must  pay  a  portion  of  an  employee's  health  insurance  premium  as  a 
condition  of  participation  in  the  CHPA.  Generally,  an  employer  is  required  to 
contribute  50  percent  of  the  premium  of  the  lowest  cost  plan  selected  by  the 
employer.  Although  CHPAs  requested  bids  on  zero  and  25  percent 
contribution  levels,  few  if  any  of  these  bids  were  received. 
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♦  CHPAs  use  the  annual  bids  submitted  in  response  to  their  request  for 
proposals  and  their  price  comparison  sheets  to  ensure  that  AHPs  offer 
competitive  prices  for  their  services. 

♦  Employers  with  30  or  more  employees  must  offer  at  least  three  plans  to  their 
employees;  smaller  employers  must  offer  at  least  two  plans. 

♦  CHPAs  are  responsible  for: 

-  recruiting  members; 

-  providing  price  and  quality  information  on  AHPs  to  their  members; 

-  offering  AHPs  to  members; 

-  handling  member  grievances  against  AHPs; 

-  providing  data  to  the  state  (Agency  for  Health  Care  Administration)  on 
CHPA  operations;  and 

-  marketing  CHPA  services. 

♦  CHPAs  are  authorized  to  perform  the  following  purchasing  services: 

-  requesting  proposals  from  all  AHPs  for  standard,  basic,  and  specialized 
health  plans; 

-  annually  offering  to  their  members  only  health  plans  offered  by  AHPs  that 
submit  a  responsive  proposal,  including  the  information  necessary  for  the 
completion  of  AHP  comparison  sheets; 

-  providing  assistance  to  alliance  members  in  selecting  and  obtaining 
coverage  through  AHPs; 

-  collecting  patient  outcome  data  from  AHPs; 

-  providing  to  alliance  members  clear,  standardized  information  on  each  AHP 
and  each  health  plan  offered  by  an  AHP;  and 
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-     distributing  to  health  care  purchasers  price  data  on  health  care  services, 
including  retail  prices  on  prescription  drugs,  durable  medical  equipment, 
and  medical  supplies. 

♦  CHPAs  may  not  directly  negotiate  rates  with  AHPs. 

♦  CHPAs  may  reject  an  AHP's  offer  only  if  the  bid  is  unresponsive  to  the  CHPA's 
specifications  for  comparison  of  AHP  offers.  All  bids  that  are  responsive  to  the 
CHPA's  requests  for  proposals  must  be  offered  to  alliance  members. 

♦  CHPAs  distribute  AHP  comparison  sheets  to  their  members  so  they  will  have 
the  information  they  need  about  services,  price,  and  quality  when  they  and 
their  employees  choose  AHPs. 

♦  Only  alliance  members  are  eligible  to  purchase  health  care  coverage  through 
the  CHPAs.  Alliance  members  may  be  small  businesses  with  1-50  full-time 
employees;  state  employees;  Medicaid  recipients;  and,  when  implemented, 
Florida  Health  Security  participants. 

♦  Coverage  is  purchased  through  licensed  insurance  agents. 

♦  Associate  members  are  employers  with  more  than  50  full-time  employees. 
Associate  alliance  members  can  participate  on  the  CHPA  board  of  dirertors  and 
receive  the  AHP  comparison  sheets  and  other  information  from  the  CHPAs. 

♦  Since  the  CHPA  does  not  assume  insurance  risk,  the  AHPs  are  responsible  for 
member  claims. 

♦  To  be  eligible  for  health  coverage  through  a  CHPA,  a  self-employed  person  or 
independent  contractor  has  to  derive  taxable  income  from  carrying  on  a  trade 
or  profession  and  has  to  have  evidence  by  an  IRS  1 040  form.  Schedule  C  or  F, 
which  shows  taxable  income  in  at  least  one  of  the  two  previous  years. 

♦  Business  health  care  coalitions  cannot  join  a  CHPA,  but  their  members  may. 

♦  Before  state  government  employee  groups  can  join  a  CHPA,  the  state  must 
consult  with  collective  bargaining  organizations,  the  Department  of 
Management  Services,  and  the  administrator  of  the  State  Group  Insurance 
Program.  The  state  must  ensure  that  the  alliance  can  offer  health  plans  that 
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meet  or  exceed  the  benefit  standard  that  has  been  collectively  bargained. 
Legislative  approval  of  CHPA  membership  for  the  State  Employees'  Health 
Insurance  Program  is  required  unless: 

-  employee  benefits  remain  the  same  or  are  improved, 

-  the  quality  of  care  is  increased,  and 

-  there  is  no  additional  cost  to  the  state  or  its  employees. 

♦  Before  Medicaid  recipient  groups  can  join  a  CHPA,  the  state  must  consult  with 
the  Legislature,  ensure  that  CHPA  membership  will  not  reduce  Medicaid 
recipient  benefits  or  increase  their  costs,  and  obtain  federal  approval. 

♦  CHPAs  in  areas  that  are  primarily  rural  can  merge,  increasing  the  pool  of 
potential  members. 

♦  Three  or  fewer  CHPAs  located  in  contiguous  districts  that  are  not  primarily 
urban  can  merge  into  a  single  alliance  with  state  approval.  Approval  depends 
on  a  determination  that  alliance  members  will  be  better  served  by  creating  a 
combined  alliance. 

♦  Short  of  merger,  alliances  can  form  networks  with  other  alliances  to  improve 
member  services.  This  may  include  sharing  information  systems  and  the 
development  and  costs  of  other  alliance  services. 

♦  If  a  CHPA  is  found  to  be  out  of  compliance  with  state  law,  the  state  can 
reconstitute  the  CHPA,  certify  a  new  CHPA,  or  ask  another  CHPA  to  assume 
responsibility  for  its  territory. 

Strengths  and  Weaknesses  of  the  Law 

Overall,  we  are  very  pleased  with  the  way  our  system  is  progressing.   In  setting  up  the 
alliances,  we  wanted  to  achieve  three  basic  goals: 

♦  expanded  choice  of  coverage  for  CHPA  members; 

♦  better  prices  than  CHPA  members  have  been  paying  previously;  and 

♦  better  prices  than  those  that  are  available  outside  of  the  CHPAs. 
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As  the  data  on  the  following  pages  shows,  we  have  met  each  of  these  goals.  The 

strengths  of  our  approach  include: 

«     Expanded  coverage  choices  at  favorable  rates  for  CHPA  members.  The 

statewide  summary  tables  on  the  following  pages  profile  the  choices  and  prices 
that  are  available  to  the  average  small  business  in  our  alliance  system.  The 
first  table  (page  8)  provides  average  figures  for  a  hypothetical  small  business, 
illustrating  that  the  typical  CHPA  member  could  expect  to  choose  from  28 
competing  plans.   In  fact,  a  total  of  46  carriers  out  of  60  to  70  carriers  in  the 
state's  small  employer  market  submitted  bids  in  one  or  more  CHPA  district. 

Approximately  36  percent  of  the  small  group  standard  bids  have  premiums 
that  fall  below  the  statewide  benchmark.   Health  plans  priced  lower  than  the 
statewide  benchmark  occur  in  ever/  district.  The  highest  number  of  plans  (70) 
with  premiums  below  the  benchmark  are  available  in  District  6,  which  includes 
the  city  of  Tampa  and  adjacent  rural  counties. 

The  second  table  (page  9)  illustrates  the  wide  choice  of  diverse,  favorably 
priced  coverage  that  is  available  to  CHPA  members  across  the  state. 

Other  strengths  of  our  program  are: 

♦  Voluntary  board  members  who  serve  without  compensation  bring  much 
needed  energy  and  dedication  to  our  overall  health  care  reform  efforts. 

♦  The  relatively  small  size  of  our  alliance  districts  ensures  a  productive  focus  on 
local  health  issues.  We  have  largely  avoided  any  geographic  controversies. 

♦  Our  system  encourages  diverse  local  participation.  A  provision  of  our  law,  for 
example,  requires  the  expansion  of  minorit/  providers  in  AHPs,  which  would  be 
very  difficult  to  accomplish  without  a  local  presence. 

♦  Start-up  funds  of  $275,000  for  each  CHPA  that  were  appropriated  by  the 
legislature  have  been  crucial  to  their  early  operation. 
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STATEWIDE  SUMMARY 

Average  of  All  Sample  Companies 

(Average  Size  =  16  Employees,  Average  Premium  =  $4,329.10) 

Number  of  AHPs  Available 

28 

Number  of  Plans  Offered 

120 

Number  of  Plans  by  Benefit  Level                                                                                                       | 

Basic 

34 

Standard 

86 

Number  of  Plans  by  Type                                                                                                                    | 

Preferred  Provider  Organization  (PPO) 

52 

Point  of  Service  (POS) 

4 

Indemnity 

42 

Exclusive  Provider  Organization  (EPO) 

1 

Health  Maintenance  Organization  (HMO) 

21 

1  :  'v' v;'^ ;            .  /-v :^i^J^:,W^.W^fewi 

Number  of  Plans  by  Benefit  Level: 

Small  Employer  Croup  -  Basic 

28 

Small  Employer  Croup  -  Standard 

51 

Numbe.  of  Standard  Plans  by  Type: 

PPO 

26 

HMO 

7 

Indemnity 

16 

Other  Plans  (EPO,  POS) 

2 

:-                                  Monthly  and  Percentage  Savings                  'it'^            I 

Average  Savings  for  All  Plans 

$1,098.50 

25% 

Lowest  Cost  Standard  Plan  -  HMO 

$2,706.74 

37% 

Lowest  Cost  Standard  Plan  -  PPO 

$1,972.66 

54% 

Average  Savings  from  Lower  Cost  Standard  HMOs 

$1,111.16 

26% 

Average  Savings  from  Lower  Cost  Standard  PPOs 

$1,188.09 

27% 

Average  Per  Member  Per  Month  Savings  Standard  HMO 

$  73.56 

27% 

Average  Per  Member  Per  Month  Savings  Standard  PPO 

$68.12 

25% 

-8 
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Unduplicated  Number  of  Standard  Plans 

(With  Less  Than  $500  Deductible) 

Offered  to  Sample  Companies  at  a  Cost 

the  Same  or  Less  than  the  Statewide  Benchmark  Premium 


Gainesville 


Jacksonville 


St.  Petersburg 


18 


Tampa 


13 


13 


3? 


Orlando 


21 


Sarasota 


14 


20 


West  Palm  Bch. 


10 


Ft  Lauderdale 


11 


Miami 


TOTAL 


12 
IT 


48 
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%  of  Total  Plans  by  Type 


IX 


19.2X 


^6.7% 


12.2X 


146 


50. 9X 


♦  Employers  and  insurance  agents  feel  more  comfortable  discussing  market 
issues  —  such  as  the  "games"  carriers  are  playing  —  in  the  local  CHPA 
environment,  rather  than  with  a  state  agency. 

♦  Alliances  have  been  formed  with  a  minimal  bureaucracy.  Administrative  fees  of 
four  to  six  dollars  a  month  per  insurance  unit  compare  very  favorably  with  the 
administrative  costs  in  the  general  small-group  market. 

Some  of  the  weaknesses  are: 

«    The  exclusion  of  potential  members  such  as  local  government,  unemployed 
individuals,  and  large  businesses  reduces  the  number  of  people  who  can 
benefit  from  purchasing  alliances. 

♦  The  lack  of  a  negotiating  role  for  the  alliances  when  dealing  with  competing 
AHPs  on  behalf  of  their  members  prevents  them  from  getting  even  better 
coverage  deals. 
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♦  Since  our  alliances  are  not  exclusive,  and  small  employers  can  purchase 
coverage  in  the  standard  market,  we  have  experienced  some  "gaming"  of  the 
system  by  carriers.  This  includes: 

-  encouraging  agents  to  place  bad  risks  in  CHPAs,  even  though  carriers  are 
required  to  offer  guarantee  issue  plans  inside  and  outside  the  alliances; 

-  paying  lower  commissions  to  agents  for  business  written  inside  the  CHPA, 
even  though  the  carrier  did  not  reduce  premiums  to  reflect  administrative 
savings;  and 

-  using  "bait  and  switch"  techniques  by  contacting  a  potential  CHPA  member 
and  convincing  the  employer  to  purchase  more  expensive  coverage  even 
though  benefits  may  not  be  significantly  greater. 

♦  Public  education  and  outreach  is  a  critical  problem  that  extends  beyond 
marketing.  Many  of  the  people  who  need  insurance  seem  to  have  little  idea  of 
their  health  coverage  rights  and  responsibilities.   More  public  education  and 
outreach  is  essential. 

Difficulties  Implementing  CHPAs 

♦  There  is  a  great  deal  of  administrative  complexity  appointing  board  members 
with  detailed  selection  criteria. 

♦  Private  organizations  with  voluntary  boards  can  become  surprisingly 
independent  in  their  outlook  and  activities. 

♦  Many  potential  small-business  members  are  very  difficult  to  reach  through 
traditional  marketing  channels. 

Recommendations  for  Other  States 

♦  Ensure  start-up  funding  to  give  alliances  a  running  start 
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♦  Carefully  consider  the  need  to  balance  diverse  local  concerns  and 
administrative  complexity  at  the  state  level  when  determining  how  many 
alliance  districts  to  create 

♦  Private  insurance  reforms  such  as  guarantee  issue,  community  rating,  limited 
pre-existing  condition  exclusions,  and  guaranteed  renewability  play  a  crucial 
role  in  the  success  of  an  alliance  system. 

♦  Include  public  education  and  outreach  activities  to  ensure  that  important 
segments  of  the  uninsured  population  are  not  overlooked. 
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Florida  CHPA  Implementation  Schedule 

Health  Care  and  Insurance  Reform  Act  signed  by  Governor 

April  29,  1993 

First  AHP  and  CHPA  Workshop 

July  12.  1993 

Managed  Competition  Advisory  Croup  formed 

Augusts,  1993 

Second  AHP  and  CHPA  Workshop 

August  24,  1  993 

Small  Employer  Focus  Croups 

September  20,  1  993 

CHPA  boards  Incorporated 

Oaober  6,  1 993 

Publication  of  CHPA  rule 

October  IS,  1993 

Publication  of  AHP  rule 

Oaober  22.  1993 

CHPA  Academy  for  board  members 

October  24-25.  1993 

Department  of  Insurance  approves  basic/standard  plans 

Novembers,  1993 

Workshop  held  for  all  potential  AHP  applicants 

November  6,  1  993 

First  AHP  application  received 

December  1,  1993 

Small  group  Request  for  Proposal  (RFP)  issued  by  CHPA 

December  17,  1993 

RFP  for  Third  Party  Administrator  (TPA)  services  issued  by  CHPA 

December  23,  1993 

AHP  proposers  conference  (Orlando) 

Januarys,  1994 

CHPA  Board  Marketing  Conference  (Orlando) 

January  7,  1  994 

Deadline  for  TPAs  to  submit  letter  of  intent  to  perform  services  to  CHPAs 

January  7.  1  994 

Deadline  for  receipt  of  written  inquiries  from  AHPs 

January  14.  1994 

Deadline  for  receipt  of  proposals  for  Third  Party  Administrator  Services 

January  1  7.  1  994 

Opening  of  proposals  from  TPAs 

January  1  7.  1 994 

Preliminary  evaluation  of  TPA  proposals  by  CHPA  evaluation  terms 

January  21.  1994 

Deadline  for  receipt  of  AHP  letter  of  Intent  to  submit  proposal 

January  2 S.  1994 

Deadline  for  CHPA  responses  to  written  inquiries  from  AHPs 

January  26.  1  994 

First  AHP  approved 

January  28.  1994 

Executive  Direaors  hired 

January-February  1  994 

Seleaion  of  TPA  by  CHPA  boards 

February-May  1  994 

Deadline  for  receipt  of  proposals  from  AHPs 

February  1 0.  1 994 

Public  opening  of  AHP  proposals 

February  1 0.  1 994 

Publication  of  comparison  sheets 

March  28.  1994 

Earliest  effeaive  date  of  coverage 

May  1 ,  1 994 

Last  AHP  approved 

May  2,  1994 

AHP  rule  adopted  (59D-2) 

1 

May  1 0,  1  994 

CHPA  rule  adopted  (59D-1) 

May  1 9,  1 994 

12 
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Florida  Community  Health 
Purchasing  Alliances 

News  Coverage  May-June  1994 


Lawton  Chiles,  Governor 

Douglas  M.  Cook,  Director 

Agency  for  Health  Care  Administration 
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A  healthy  reform  for  Florida 

H 


ealth-care  reform  no  longer  is  a  the- 
ory in  Florida. 

It  has  been  reality  since  last 
week,  when  community  health  purchasing 
alliances  began  operations  throughout  the 
state.  That's  reason  to  rejoice,  particularly 
fbr  the  thousands  of  working  people  who 
don't  get  insurance  coverage  as  a  job  bene- 
fjt,  because  their  employers  can't  afford  it 

:  Indeed,  the  alliance  that  serves  Orange, 
Seminole,  Osceola  and  Brevard  counties 
has  received  requests  from  more  than 
1,000  small  businesses  that  want  informa- 
tion about  how  to  sign  up  for  coverage. 

:  The  beauty  of  the  purchasing-alliance 
strategy,  initiated  by  Gov.  Lawton  Chiles, 
is  that  it  is  voluntary  and  relies  on  a  free- 
market  approach  to  make  health  insurance 
more  affordable  for  small  businesses  and 
their  employees. 

.  In  short,  the  alliances,  which  are  gov- 
erned by  local  businesses,  marshal  the 
buying  power  of  a  large  number  of  small 
businesses  and  others  seeking  coverage  to 
approach  insurance  companies  and  per- 
suade them  to  create  a  vanety  of  less-ex- 
pensive health-coverage  plans. 


The  result  is  that  in  Central  Florida 
there  are  34  insurance  companies  that 
have  been  certified  to  provide  coverage 
through  the  purchasing  alliance.  More 
companies  are  being  evaluated  for  partici- 
pation in  the  near  future. 

What's  particularly  exciting  is  that 
through  the  purchasing  alliance  there  are 
147  health  plans  that  include  fee  structures 
whose  features  range  from  a  $1,000  deduct- 
ible to  a  charge  of  $10  per  doctor  visit 

So  much  for  those  who  tried  to  block  the 
purchasing-alliance  approach  by  predict- 
ing that  people  would  not  have  a  choice  of 
health-plan  types. 

Gearly,  that  is  not  the  case. 

It's  also  noteworthy  that  during  the  past 
few  months  there  has  been  a  noticeable 
drop  in  the  cost  of  many  health-msurance 
coverage  plans  in  Florida. 

There's  still  much  more  to  do  to  ensure 
that  affordable  health  care  is  available  to 
the  2.5  million  Floridians  who  aren't  now 
insured.  Getting  the  health  purchasing 
alliances  into  operation  is  an  excellent, 
practical  step  in  that  direction. 
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12A     THE  HERALD.  TUESDAY.  MAY  i7.  1991 


The  big  experiment  starts 


The  Dade-Mon- 
roc  Community 
Health  Purchas- 
ing Alliance  opens  for 
business  today.  This 
private  agency,  one  of 
1 1  statewide,  is  the 
core  around  which 
revolves  Gov.  Lawnon  Chilcs's  push  lo 
provide  low  and  middle  income  families 
affordable  access  to  health  care. 

The  Dadc-Monroe  CHPA  is  tht; 
Slate's  largest  —  as  is  its  task.  If  it  is  lo 
realize  its  projoctcd  15  percent  savings 
in  health  care  costs,  ii'll  need  the  contin- 
ued support  both  of  businesses  and  Ihc 
state,  which  last  year  chartered  the 
CHPAs.  Unfortunately,  some  lawmak- 
ers this  year  tried  lo  undermine  the 
CHPAs'  potential  even  before  they  were 
all  up,  running,  and  tallying  results. 

District  1 1's  serves  a  diverse  region 
with  65,000  small  businesses  —  half  of 
which  provide  no  health  insurance  for 
their  employees.  There  are  34  insurers 


TO  BETTER  HEALTH 

Dade-Monroe  CHPA  can 

work  only  if  employers, 

lawmakers  wish  it. 


offering       employers 
more  than  150  plans. 

The  CHPA  nnisi 
position  itself  as  the 
best  and  least  expen- 
sive    alternative     to 

small   businesses  thai 

can  afford  to  employ 
people  bui  not  to  insure  them.  When  an 
employer  and  its  workers  don'l  or  can't 
pay  for  even  a  ponion  of  iheir  health 
care  needs,  the  taxpayers  do.  CHPAs' 
success  must  be  measured  in  the  savings 
realized,  while  gctline  quality  care  lo  ihc 
working  poor  and  others.  Anything  less 
and  they'll  be  easy  prey  for  those  who 
don't  believe  they  can  work. 

Though  the  CHPAs  are  nonprofit 
agencies  thai  must  generate  revenue,  the 
state  will  provide  some  funding  annu- 
ally. Therefore,  legislators  must  ensure 
that  each  CHPA  is  doing  its  job.  This 
year,  alas,  they  used  CHPAs  more  as  a 
pawn  for  political  shenanigans  than  as  a 
lool  to  deliver  health  care. 
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v[ew  health  care 
lUiances  ready 
o  do  business 


"^^^^^T,. 


JACKIE  HALUFAJt 
o&aied  Press 

ALLAHASSEE      —      Kerry 
Tnedy  docbn'i  have  any  exper- 

in  health  care  reform, 
ie's  jusi   anoihcr  small  busi- 
1  ouner  uho  warns  lo  provide 
dical  bcnefiis  lo  his  workers. 

w.ho  has  looked  all  o\er  for 
eragc  ihai  uouldn'l  bankrupl 

.ennedy  goi  a  sneak  peek  lasi 
-k  into  Florida's  brave  new 
1d  of  managed  compelilion. 
ch  op>ens  for  business  Mon- 

Oh.  man.  I  am  very 
5r«sed."  he  said.  ""I  had  no 
J  going  inio  this  meeting  uhai 
ould  email."' 

r\c  execuli'\o  director  of  one 
-londa"s  nou  regional  health 
■  alliances  met  with  Kennedy 
his  insurance  agent  to  review 
plans  thai  would  be  available 
mall  erwployers  who  join  the 
mces. 

ennedy.  who  owns  a  Tiius- 
.■  furniture  store,  found  him- 
in  the  national  spwilight  last 
when  his  health  care  woes 
:  described  by  President 
ion  in  his  Slate  of  the  Union 
■ess  to  Congress. 
;nnedy  had  been  hesitani 
Jt  gelling  his  hopes  up  thai 
Ida's  neu  health  alliances 
id  make  much  difference  in 
"nedical  insurance  marke; 
m  noi  a  health  person.  I'm 
an  insurance  agent."  Ken- 
_  said.     "Tm     a     furniture 

;t  after  the  meeting,  he  mar- 
i  ai  how  many  choices  of 
-dable  plans  were  available 
ugh  the  alliances.  "This  is 
iiiely  a  change."  he  said, 
ining  Monday.  Kennedy 
Dihcr  small-business  emplov- 
ill  be  able  to  enroll  in  one  of 
icalth  care  alliances  across 
oa. 

c  idea  IS  that,  by  joining 
her.  the  small  businesses  can 
the  benefits  of  \olumc  pur- 


chasing enjoyed  by  big  busi- 
nesses. That's  one  of  the  central 
concepts  of  the  health  care 
reform  model  known  as  managed 
competuion. 

The  Community  Health  Pur- 
chasing Alliances  were  'reated  by 
siaie  lawmakers  a  year  ago. 

They're  nonprofit,  pnvate  enti- 
ties. Although  they  are  state  char- 
tered, they  are  run  by  I  7-member 
boards  appointed  last  fall  by 
Gov  Lawion  Chiles  and  Icgisla- 
ii\c  leaders. 

Membership  is  voluntary  and 
open  to  self-employed  people 
and  businesses  with  up  to  50 
workers. 

The  alliances  can't  purchase  or 
"Tiiiiaie  on  behalf  of  their  mem- 
bers. They  have  to  offer  all  plans 
submitled  by  insurance  compa- 
nies and  health  maintenance 
organizations. 

But  the  alliances  can  provide 
their  members  with  the  informa- 
tion to  compare  plans.  Much  of 
their  work  will  be  handled  by 
outside  benefits  managemeni 
companies  hired  this  spring. 

"You  can  walk  through  the 
door  (Monday),  get  the  compara- 
tive raies  and  begin  shopping," 
said  Doug  Cook,  dineaor  of  the 
Agency  for  Health  Care  Adminis- 
tration. 

Two-thirds  of  the  plans  sub- 
mitted to  the  alliances  had 
cheaper  premiums  than  plans 
available  in  the  open  markei. 
said  Cook.  The  average  drop  in 
price  was  25  percent. 

"That  seems  to  me  to  be  a  good 
deal,"  he  said. 

As  well  as  lower  costs,  the  plans 
offer  patient  choice.  Cook  said. 
Only  20  percent  were  closed  net- 
works like  HMOs.  The  rest  were 
either  traditional  fee-for-ser%ice 
indemnity  plans  or  preferred 
provider  organiiations.  which 
have  open  neiwor^ts  tha,t  patients 
can  leave  if  they  pay  a  higher 
pnce. 


%; 
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Some  50  insurers  offered  more 
than  1.300  health  plans,  wiih  an 
aserage  of  100  plans  in  each  of 
the  I  I  alliance  districts. 

The  coverage  purchased  bs 
alliance  members  will  take  effect 
in  June. 

Across  the  state,  the  directors 
and  board  members  of  the  alli- 
ances aren't  sure  what  they're 
going  to  be  faced  with  when  they 
open  for  business.  Many  hope  for 
a  low-key,  quiet  beginning  lo  give 
them  time  lo  work  out  any  kinks 
before  they  publicize  a  grand 
opening  in  the  middle  of  the 
month. 

"We're  designing  the  road  as 
we're  building  ii,  and  we  want  to 
make  sure  the  first  day  we  open  it 
we  don't  h3\e  bumper-lo- 
bumper  traffic."  said  Terry 
McCorvie.  who  mei  with  Ken- 
nedy last  week. 

McCorvie  IS  executive  director 
of  the  alliance  thai  includes 
Orange.  Osceola.  Seminole  and 
Brevard  counties. 

Mary  Jane  Gallagher  chairs  the 
board  that  runs  the  alliance  for 
Okeechobee.  Indian  River.  St. 
Lucie.  Manin  and  Palm  Beach 
couniies. 

Some  250  calls  from  interested 
businesses  have  come  in  during 
the  last  two  months,  she  said. 

"Like  any  good  business,  the 
firsi  iwo  weeks  will  be  our  trial 
and  error."  Gallagher  said.  "Wc 
warn  to  be  ready  for  ihc  deluge 
thai  wc  hope  10  create  around 
midmonih.  Slow  but  sure." 
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Small  businesses  swamp  state  office 
for  info  on  new  health-care  program 


By  STEVE  HART 

Senior  Staff  Writer 


Owners  of  small  businesses 
flooded  the  Southwest  Florida 
CHPA  office  with  telephone 
calls  Monday  seeking  informa- 
tion on  how  to  join  the  state's 
ground-breaking  health-care  re- 
form program. 

But,  information  was  limited. 

The  Community  Health  Pur- 
chasing Alliance  (CHPA,  pro- 
nounced "chippa")  office  In 
PunLa  Gorda  was  not  ready  to 
pass  out  information  on  health 
insurance  providers.  Callers 
were  asked  to  leave  the':  names 
so  information  could  be  mailed 
to  them  later  this  month. 

The  Florida  Department  of 
Health  Care  Administration,  the 
agency  overseeing  the  new  ap- 
proach to  health  care  in  Florida, 
sent  out  a  reminder  Saturday 
that  Monday  vras  the  time  that 
small  businesses  could  start  en- 
rolling in  the  program. 

The  signal  may  have  come  a 
bit  early,  said  District  8  CHPA 
Executive  Vice  President  Allen 
Pemi  who  was  busy  Monday 
fielding  telephone  calls.  Infor- 
mation on  rates  and  coverage 
won't  be  available  until  about 
May  15,  Pennsaid. 

The  PunLa  Gorda  office  cov- 
ers District  8,  which  includes 
Collier  and  Lee  counties  as  well 
as  Charlotte,  Hendry,  Glades, 
DeSoto  and  Sarasota  counties 

People  who  call  for  informa- 


tion will  be  sent  enrollment 
packages  as  soon  as  they  are 
available.  Penn  said  the  goal  re- 
mains to  have  health  care  plans 
available  for  purchase  by  June 
1. 

"Today  is  our  official  day  of 
opening,"  Perni  said  Monday, 
"Bui  what  we  don't  have  yet  are 
the  final,  absolute,  bottom-line 
rates." 

In  the  meantime,  Penn  said, 
small  businesses  (those  with 
fewer  than  50  employees)  can 
call  the  regional  CHPA  office 
and  have  their  names  placed  on 
the  list  to  enroll  Telephone 
numbers  to  call  are 
1-800-438-2472,  813-639-6664  or 
813-639-0116. 

Once  on  the  list,  the  compa- 
nies will  receive  an  enrollment 
packet  that  will  Include  the  nec- 
essary enrollment  forms  and 
any  other  information  available 
on  the  day  the  packets  are 
mailed. 

Enrollment  In  the  CHPA  will 
cost  the  small  businesses  $25  a 
year. 

Penn  said  between  300  and 
400  companies  from  Collier 
County  have  already  asked  to  be 
enrolled. 

Penji  said  Monday  that  a  total 
of  25  companies  are  offering  153 
health-care  plans  for  businesses 
in  Southwest  Florida.  Each  of 
those  plans  will  have  approxi- 
mately 150  different  rates,  all 
based  on  size  of  the  companies, 
the  demographics  and  health  re- 


cords of  its  employees  and  other  .  • 
factors.  : 

When   the   initial   bids    were 
opened  in  February,  the  monthly  ; 
health-care  costs  ranged   from  ; 
$644   per  month  to  $1,791   per-; 
month  for  a  company  of  eight  ;- 
employees  and  from  $2,126  per  •! 
month' to  $  $6,414  per  month  for  .  _ 
a  company  of  25  employees  ;• 

Until  the  complete  package  of  ■ ' 
rates  Is  approved  by  the  state,  ! 
the  District  8  CHPA  won't  be  ; 
able  to  tell  its  prospective  mem-  -_ 
bers   exactly   how   much   their;- 
health  care  package  will   cost  • 
them. 

The  CHPA  is  the  cornerstone  •  • 
of  Florida's  health  care  reform.  -; 
The  Idea  Is  to  use  the  govern-  ;■ 
ment-created  entity  as  a  broker  ■'. 
for  small  companies  who  pool-; 
their  resources  to  force  cheaper  '• 
health-care  rates.  Small  compa-  •'. 
nies  were  targeted  because  over  '.■ 
65  percent  of  all  Floridians  are  ;• 
employed  by  small  businesses. 

The  small  companies  will  join  : 
the  CHPA  and  take  advantage  of ;. 
the  information  it  provides  — ; 
choice  of  plans  and  track  record  '.\ 
of    the    health-care    providers.-; 
The  companies  can  then,  for  the .'; 
first  time  ever,  have  a  chance  to  ;• 
make  apples-to-apples  kinds  of  - 
comparispns    of     the     various ; 
plans. 

By  pooling  their  resources  —  '■ 
sheer  numbers  of  employees  — . 
the  plan  will  force  health-care- 
providers  to  lower  their  prices  I 
to  compete  for  the  large  block  of  [ 
potential  customers.  - 


^^Us  ^-Av^  ^^<-^s       S'"^-^"/ 
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Health-care  reforms 
start  to  yield  results 


D  Insurance  agents  face  an 
uncertain  future  as  the 
health-care  alliances  begin 
to  affect  consumers. 

By  Mike  Oliver 

Ot  THE  SEWTINEL  STJkFF 

When  the  Florida  governor 
dropped  in  to  \nsit  Kerr>-  ICennedy, 
the  TitusviUe  furniture  store  owner 
had  his  insurance  agent  by  Kis  side 

Gov,  Lawton  ChiJes  slopped  by  the 
Main  Street  store  Tuesday  for  a  press 
conference  among  the  sofas  and  ma- 
hogany tables.  For  Chiles  it  was  a 
pubUc  relations  coup  for  his  health- 
care plan  as  Kennedy,  the  man  sin- 
gled out  in  President  Clinton's 
health-car«  speech  last  fall,  became 
the  first  employer  issued  insurance 
coverage  under  Flonda's  "managed 
competition"  reform  plan. 

Kennedy's  insurance  agent,  J. 
■Wayne  Edens.  praised  the  plan. 

Repeat  for  those  who  think  the 
above  was  a  misprint:  Insurance 
agent  J.  Wayne  Ederis  praised  the 
plan 

It's  true  that  many  of  the  state's 
66.000  health  insiu^nce  agents,  fear- 
ing reform  would  sweep  them  out  of 
the"picture,  were  amo^i  the  fiercest 


ra4y22i|^* 


critics  of  some  of  the  1992  and  1993 
health  reform  laws  that  created  the 
11  regional  Community  Health  Pur- 
chasing Alliances  in  Florida. 

Although  some  agents  such  as 
Edens  are  warming  up  to  the  idea  of 
the  alliances,  many  view  them  as  a 
threat  to  their  livelihood  and  an  un- 
necessary layer  of  bureaucracy  muck- 
ing up  the  insurance  market 

Some  agents  are  miffed  that  media 
attention  on  the  novelty  of  the  alli- 
ances has  overshadowed  other  sig- 
nificant insurance  reform  that  exists 
apart  from  the  alliances.  And  some 
agents  are  suspicious  of  the  dis- 
counts touted  by  the  alliances. 

"We've  had  health-insurance  re- 
form since  1993,"  said  Marianne 
King-0'Connor,  vice  president  of  em- 
ployee benefits  for  James  B.  Greene 
&i  Associates,  an  Orlando  insurance 
agency. 

The  voluntary  alliances  were  de- 
signed to  help  small  employers  exert 
market  pressure  on  health  care 
through  volume  purchasing  and  in- 
formed decisions.  'While  it's  too  early 
to  fairly  evaluate  the  alliances  on 
some  of  those  lofty  goals,  it's  impor- 
tant to  note  the  concerns  as  the  alli- 
ance concept  is  coming  under  great 
scrutiny  during  the  congressional  de- 
bate over  health  care  in  Washington 

Edens  points  out  that  all  pob- 
cies  sold  through  the  alliances 
must  be  sold  by  an  agent  —  a  le- 
gal requirement  that  agents  suc- 
cessfully lobbied  for  m  Tallahas- 
see. 

Edens  is  one  agent  who  thiitks 
the  system  is  good. 

He  said  Kennedy  got  a  deal  that 
was  26  percent  belter  inside  the 
alliance  than  it  would  have  been 
outside  the  alliance. 

The  publicity  from  Kennedys 
deal  and  other  anecdotal  evidence 
of  great  rates  has  sparked  tremen- 
dous interest  in  the  business  com- 
munity The  Orlando-based  alli- 
ance that  covers  Orange.  Brevard. 
Osceola  and  Seminole  counties 
has  received  inquines  from  1.500 
businesses. 

But  Allamonte  Springs  insur- 
ance agent  Mike  Dwyer  said  he 
thinks  the  prices  inside  the  alli- 
ances often  are  compared  with 

rates  mat  nobodN  sells 


Agents  vs.  BJiiances 

Smel  businesses  donl  rave  to 
txry  InsuBTCB  thrxiEti  cne  of  the 
stete's  Comnxrtty  HeeWi  PLTdias- 
hg  Mfarces.  Even  vitien  they  Oo, 
IheySJ  must  deeJ  with  an  nsir- 
anc8  BQent 

■  They  seS -the  same  types  d 
pokoee  as  starcse,.  containing  the 

-same  frtoirs  set  by  state  law. 

■  The  added  coss  d  operating 
the  afioncee  Jtmate^  may  meke 
tier  heefth  plans  more  expensr/e. 

■  The  state  Krtis  toed  to  oper- 
as the  aftancee  are  a  hidden  coEl 
totaiipayer^ 

AOancM  Jrgue  that 

■  The  voitme  purchasing  pov- 
er  they  gyieialt)  by  pootng  the 
busress  of  many  small  employers 
\b  leadng  to  less  axpersNe  plans. 

■  Employers  can  otiot  more 
than  1  plan  to  thee  vKxi^ers.  a  tee- 
kxe  not  available  to  small  busi- 
nessee  outside  anaiiahce. 

■  They  can  produce  consumer 
glides  vM\  sde-by-side  comparv 
sons  of  an  the  gnxp  heaJh-mstr- 
anoe  plans  g/ntolTiP 

SOkffOK  Sarflnri  iMaafQ*i  ^ 


■"You  have  to  be  real  careful 
when  they  give  you  numbers." 
said  Dwyer,  past  president  of  the 
Central  Florida  Association  of 
Health  Unden^-riters.  "It  is  26  per- 
cent lower  than  whaf  Is  it  26  per- 
cent lower  than  a  filed  rate  in  Tal- 
lahassee that  nobody  is  selling'' 
The  prices  v,-iU  eventually  come 
out.  and  they  can  be  compared 
with  street  pnce  to  make  a  real 
evaluation." 

The  agents  say  that  many  peo- 
ple are  unaware  that  insurance  re- 
forms passed  ^^^th  other  health- 
care laws  in  19S2  aid  1993  have 
made  significant  changes  that 
have  nothing  to  do  with  the  alli- 
ances 

All  policies  for  businesses  umh 
50  or  fewer  employees  are  now 
"guarantee  issue.'  meaning  that 
insurance  companies  cannot  deny 
coverage  for  a.-.y  small  business 
that  requests  a  Coverage  for  pre- 
existing conditions  is  guaranteed 
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Health  alliances 
ease  burden  of 
pmall  businesses 


By  CRAIG  S.  PALOSKY 
r     .une  SiatI  Writer 

;aMPa  —  The  stale's  health  reforms  may  help  little  Alvm 
_ynch  Jr.  stop  the  bleeding. 

Mvin.  7.  suffers  from  hemophilia,  a  blood  disorder  that  turns 
n  ir  cuts  and  scrapes  into  senous  wounds.  Expensive  blood<lot- 
ir_  treatments  exhausted  the  lifetime  insurance  benefits  in  his 
Tioiber's  policy  last  month. 

'"onsignment-shop  owner  Sabrina  Lynch  now  sees  the  state's  new 
'x  munity  Health  Purchasing  Alliances,  which  began  offering 
;ir  1-business  insurance  Ibis  month,  as  her  best  hope  to  get  afford- 
ible  insurance  for  her  and  Alvin 

"It's  guaranteed  to  be  something  affordable."  said  Lynch,  who 
i»    ,  Kid's  Wonhy  Encore  in  Tampa. 

We're  a  new  business,  and  we  don't  have  a  lot  of  money  to  put 
ut  for  health  care,"  she  said.  "This  is  one  of  the  best  options,  other 
i?"  state  aid." 

he  alliances,  created  last  year  under  Gov.  Lawton  Chiles' 
e.  b  reforms,  began  marketing  health  insurance  to  small  business 
31S  month.  Their  performance  should  prove  the  best  test  yet  of 
Phil's'  market-based  approach. 

ooslers  contend  small  businesses  could  save  as  much  as  <0 
«i  ;di  on  health  insurance  compared  to  prices  outside  the  allianc- 
s,  helping  many  pay  for  insurance  for  the  first  time. 

"We've  got  the  potential  to  give  them  volume,  so  the  rates 
ac  d  be  competitive,"  said  Cynthia  Sampson,  executive  director  of 
Te    .randon-based  Distnct  6  alliance. 

The  state's  11  regional  alliances  are  nonprofit  groups,  created 
'.s'  vear  to  pool  the  buying  clout  of  small  businesses.  They  are  now 
'.a  eting  dozens  of  health  plans  from  pnvate  insurers  that  submit- 
.'d    ids  this  winter. 

Already,  at  least  500  businesses  have  sought  information  about 
,e  health  plans  and  rates  available  in  District  6,  which  serves 
ii     (orough,  Polk,  Highlands,  Hardee  and  Manatee  counties. 

business  owners  like  their  options,  they  couJd  enroll  their 
Tiployees  as  early  as  July  1,  Sampson  said. 

T"he  District  5  alliance,  which  serves  Pinellas  and  Pasco  coun- 
a  Has  received  about  <50  inquiries,  mostly  from  self-employed 
tf  e  and  companies  with  a  handful  of  workers,  executive  director 
ichard  Nelser  said. 

""■"hey're  why  we're  in  business,"  Neiser  said.  "They're  at  a 
Si    t'aniage  getting  the  attention  of  the  insurance  companies" 

liles  traveled  to  Miami  and  Titusvllle  Tuesday  to  honor  two  of 
e  first  businesses  to  buy  insurance  through  the  alliances,  including 
rp'*ure-store  owner  Kern,'  Kennedy. 

esident  Clinton  mentioned  Kennedy,  who  laid  off  his  parents 
c    .se  they  cost  too  much  to  insure,  during  a  nationally  televised 

See  HEALTH,  P«ge  5 


Health  alliances 
ease  insurance  woes 

■  From  Page  1 

speech   on   heallh   care   in   Septem- 
ber 

Chiles  also  continues  to  push  to 
reform  the  state's  medical-welfare 
programs  to  help  some  1  million 
people  without  insurance  pay  for 
health  coverage  He  plans  to  force 
lawmakers  to  tackle  the  issue  next 
monlh- 

Meanwhile,  Bay  area  businesses 
are  investigating  their  new  options 
throu^  the  local  alliances. 

Mar>'  Martin,  who  owns  a  Tam- 
pa )ewelr>'  shop  with  her  husband, 
hopes  to  buy  new  insurance  through 
the  plan.  Her  store  dropped  its  cov- 
erage IhL^  month  after  concluding 
they  paid  too  much  for  loo  little. 

"Three  hundred  dollars  per 
month  is  not  affordable,  not  for  peo- 
ple like  us.  anyw-ay,"  Martin  said 
"It's  either  pay  that  or  pay  the 
mongage," 

Other  business  owners  simply 
want  more  complete  coverage  at  a 
competitive  price.  For  the  first 
time,  they  can  go  to  a  single  place 
to  review  dozens  of  options.        \ 

Karen  Closner,  who  owns  The 
Donut  Express  in  Town  'N  Country, 
hopes  to  find  a  plan  with  fewer  tle- 
ductibles  than  her  three-worker  res- 
taurant now  has. 

"It's  sort  of  frustrating."  Closner 
said.  "When  you  pay  an  amount. 
you  expect  to  have  more  coverage 
than  just  out-of-pocket  expenses.r 
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Alliances 
open  on 
health  care 


■  The  state's  plan  to  control  costs 
starts  with  lots  of  questions. 


By  KIM  NOnRIS 

TVt»««  S«»«  WrUM- 


TAMPA  —  The  phones  were  ringing  steadily 
Monday  at  the  Hillsborough  Community  Health  Plan 
Alliance  in  Tampa. 

By  4  p.m.,  office  workers  had  Selded  at  least  125 
calls  from  owners  of  small  businesses  interested  in 
learning  more  about  the  alliances,  called  chippas, 
that  form  the  foundation  of  Florida's  ambitious  plans 
to  control  spiraJing  health  insurance  costs  and  pro- 
vide coverage  to  the  state's  2.5-million  uninsured. 

The  purpose  of  the  chippas  is  to  pool  the  collec- 
tive buying  power  of  small  businesses  and  state 
agencies  to  get  better  health  insurance  rates. 
Tliree-quarters  of  Florida's  uninsured  are  employ- 
ees of  small  businesses  and  their  dependents. 

In  February,  chippas  around  the  state  opened 
bids  from  insurers  interested  in  participating  m  the 
experiment.  Since  then,  the  alliances  have  been 
compiling  the  information  into  comparative  rate 
tables. 

On  Monday,  the  state's  11  chippas  officially 
opened  for  business  to  sole  proprietors  and  busi-' 
nesses  with  50  or  fewer  employees. 

But  there  were  few  requests  for  rate  compari- 
sons, according  to  Cynthia  Sam{>son,  executive  di- 
rector of  the  Tampa  chippa,  which  encompasses 
Hillsborough,  Hardee.  Highlands,  Manatee  and  Polk 
counties.  Officials  from  the  Pinellas  and  Gainesville 
chippas,  which  include  Pinellas,  Pasco,  Citrus  and 
Hernando  counties,  were  not  available  for  comment. 
"The  most  common  questions  are  'who  are  your 
carriers'  and  'what  plans  do  they  offer,'  "  she  said. 

The  Tampa  chippa  has  31  insurance  companies 

participating.  Many  of  them  offer  more  thaJo  one 

type  of  plan,  such  as  a  health  maintenance  organiza- 

'tion,  a  preferred  provider  organization  and  a  straight' 

fee-for-service  indemnity  plan. 

The  rates  vary  widely,  but  some  businesses  can 
realize  a  savings  of  as  much  as  22  percent  over  rates 
offered  outside  the  alLance,  Sampson  said. 

Sampson  said  that  if  a  business  has  an  insurance 
agent  willing  to  seU  the  chippa  product,  the  alliance 
will  work  through  the  agent.  However,  business 
owners  can  ask  for  the  rate  comparisons  directly 
from  the  chippa.  It  is  up  to  the  busmess  to  purchase 
the  insurance. 


Employers  with  30  or  fewer  employees  ire 
encourage<i  lo  offer  at  leas!  two  different  plans  to 
workers,  while  businesses  with  30  lo  50  workers  are 
supposed  to  offer  at  least  three  choices.  U  employ- 
ees select  muluple  plans,  the  employer  receives  only 
one  enrollment  form  and  one  premium  bill. 

Fof  aoaiiionfll  inrormetion  on  chippaj  and  rales,  business 
owne'S  can  call  tneir  local  alliance 

In  MItlsDorougn  Counry.  coniacl  tne  Tampa  CHPA  at  (813) 

In  Citrus  ana  Hernando  counties,  contact  the  Gainesville 
CHPA  at  (9<M\  375-0050 

In  Pasco  ana  Pinelias  countves.  contaa  tne  Si  Petersburg 
CHPA  at  18131  89S-70O4. 
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CHPA !  I 
insuraiiiEe 


available  i 

Alliance  offering 
51  health  plans-'  : 


By  LARRY  KELLER 
$wtf  wm«f    - 


1 


A/ter  months  of  planning,  ihe  o'rgirij 
ization  entrustrd  vitb  amoglng  kL^ 
(onfable  health  care  for  Workers  at 
tmall  businesses  and  the  self-ein^ 
ployed  Is  about  to  open  for  buslsess  In, 
Broward  County.  ■  ■■.  .1 

On  Monday.  Broward's  communitjf 
health  purchasing  allianc*.  called  »< 
CHPA.  wiU  begin  providing  Inlorma-^ 
tlon  on  51  health  plans  offered  by  34; 
companies  and  start  adniinisterih/' 
those  plani.  r 

■■  But  the  lens  of  thousands  of  Broirj 
arxJ  workers  without  health  insuranc^ 
shouldn't  gel  their  hopes  up  soon.       « 

John  Erb,  executive  director  ofj 
Broward's  alUancsr  Hid  -be  expects; 
many  of  the  firms  that  Initially  bujy 
through  the  alliance  will  be  bargaiS 
hvinters  that  already  provide  health  in» 
surance  to  workers.    ■■--::  .  ■        .   J 

"I  don't  want  the  citizens  of  Brow^ 
ard  County  to  think  we  have  fixed  thiA 
problem  on  day  one.  We  haven't."  Erl^ 
said.  I 

But  Erb  said  be  expects  companief 
that  don't  currently  provide  health  inj 
surance  to  start  signingona^lhe  Dum,-< 
ber  of  workers  in  the  program  growj 
and  rates  drop  even  more.   >^'  2 

"This  is  a  beast  that's  still  evolving, 3 
Erb  said.  •"■""';      -* 

?vlany  small  businesses  lodw"  little 
or  nothing  about  the  alliance  right  now 
and  have  nfade  no  plans  to  buy  health 
insurance  tor  workers  through'lt.'       • 

"Never  heard  of  it,"  said  Bill  PrenJ 
lel.  owner  of  Frensel  and  Sons  Plumb- 
ing Co.  in  Oakland  Park.  "I  wish  Ihcf 
would  come  around  here.  I'm  payiiij 
through  the  nose  for  insurance."-     '.* 

T'he  state's  11'  rtgionalv-alllaDC^ 
were  formed  last  year  as  a  corn^^ 
stone  of  Florida's  Health  Care  and  I^ 
surance  Re/orm  Act.      •      :■  ;.^'-   ."-T 

With  the  federal  goverBmeirdetaS 
log  bow  to  reshape  health  care  on  tht 
national  level  experts  are  waiting,!^ 
see  how  successful  Florida's  ploneen 
Ing  program  is.  •::    ■    --^ 

The  lofty  goal  is  to  provide  low;co!;V. 
quality  health  care  to  the  estlmated.Z7 
million  Florldlanswhc  work  for  smiOU 
businesses  or  are  self-employed  an2 
have  no  medical  coveragi'...;,.. 

In  Broward,  an  estimated,  40,000 
small  businesses  employ  201,000  pe'> 
pie  —  many  without  health  ln$uranc« 
—  that  the  alliance  hopes  to  reach. 

Erb  estimates  that  the  alllaoce  wiil 
need  20,000  to  2S,000  people  subscrii>- 
ing  to  its  health  plans  before  the  p"r>- 
gram  pays  for  Itsell.  Thatvcbuld  b* 
come  critical  next  year.  The  alliance  6 
assured  of  state  financing  througji 
June  1995.  :.J 
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CHPA  ready  to  provide  health  plans 


ing  carelully  and  won': 
likely  begin  in  advertising  cam- 
paign until  this  summer.  "We'rf 
taking  a  very  deliberate  ap- 
proach to  cur  n-.crke;;ng."'  Ert 
said. 

Eve.'.tually,  ihe  alhance  hope;, 
to  '.vir  business  Ihrougn  a  cam- 
paign that  include:  d-.rec;  mail 
and  newspaper  and  radic 
advertisements. 

In  the  meantime,  the  alliance 
will  continue  wooing  a  group  con- 
sidered crucial  to  its  success: 
health  insurance  agents. 

"I  personally  have  probabiy 
spoken  to  500  agents  down  here." 
Erb  said.  "They  are  our  sales 
force" 

The  agents  must  convince 
small  businesses  that  health  in- 
surance through  the  alliance  is  a 
good  deal, 

"The  agents  have  been  very 
wary  of  us.  They  thinK  we're  go- 
ing to  be  out  there  selling  poli- 
cies." Erb  said. 

In  fact,  the  alliance  is  prohibit- 
ed from  selling  insurance. 

Still  to  be  determined  by  the 
n-member  alliance  board  is  how 
much  to  charge  small  business 
owners  who  buy  insurance 
through  it.  Likely  figures  are  a 
$20  annual  fee  plus  70  cents  to  $1 
per  employee  enrolled.  Erb  said. 
■The  alliance  can  arrange 
health  coverage  at  a?  much  as  20 
percent  below  rates  currently 
paid  for  comparable  plans,  Erb 
said.  Rales  range  greatly  —  a  sin- 
gle man  under  the  age  of  30  who 
doesn't  smoke  could  pay  any- 
where from  S45  to  $120  a  month. 
Despite  potential  savings  to 
employers,  Erb  doubts  that  many 
small  busine.'^.tes  that  don't  insure 
their  employees  will  do  so 
through  the  alliance. 

"I  don't  think  that's  going  to.be 
3  substantial  number,"  he  said. 
"Some  will  never  offer  their  em- 
ployees insurance.  They're  just 
cheap." 

Other  small  business  owners 
simply  have  too  small  a  profit 
margin  to  afford  health  insurance 
—  even  at  reduced  rates  secured 
by  the  alliance,  Erb  said. 

If  Erb  is  right,  the  alliance  will 
fail  to  significantly  help  the  peo- 
ple it  was  designed  to  help.  But 
that  will  be  temporary,  he 
predicts. 

"As  we  enrol!  more  people,  the 
rate?  get  lower."  Erb  said.  "May- 
be next  year  we  save  40  percent 
instead  of  20  percent." 

Initially,  at  leest,  Erb  sees 
more  potential  sales  coming 
from  businesses  that  alreadvoro- 


'  videiealth  Inivrance  to  their  em- 
ployees, but  would  like  a  wider 
variety  of  plans  or  cheaper 
coverage. 

Such  as  the  Grapevine  Gour- 
met Shcppe  in  Plantation.  "I've 
neard  of  [the  alliance],  but  1  don  I 
know  the  specifics  of  it."  co-own- 
er Paul  Frieser  said.  Fneser  be- 
gan providing  health  insurance  lo 
his  dozen  full-time  employees  in 
January,  and  is  bappy  with  the 
coverage. 

But  he  is  just  the  sort  of  busi- 
nessman Erb  thinks  may  join  the 
alliance,  if  he  can  be  convinced 
that  compat;3blc  health  insurance 
is  available  at  a  lower  cost. 

Frieser  said  Er.b  may  be  right. 
"I  would  be  foolish  not  to  be  inter- 
ested in  looking  into  it,"  he  said. 

Regardless  of  whom  he  buys 
his  company's  health  insurance 
from.  Frieser  said  it's  a  good  in- 
vestment. "Ln  order  to  be  compet- 
itive, you  have  to  offer  health  in- 
surance." he  said. 

Other  small  business  owners 
may  be  a  tougher  sell.  Tom 
Gigier,  owner  of  Nova  Plumbing 
in  Oakland  Park,  hadn't  heard  of 
the  alliance  and  doesn't  particu- 
larly care  to  learn  more  about  it. 

This  despite  the  fact  that 
Gigier  is  unhappy  with  the  health 
insurance  his  employees  current- 
ly have. 

"It's  been  a  nightmare."  Gigier 
laid.  "As  far  as  I'm  concerned, 
we  might  as  well  be  shipped  to 
Paraguay  and  be  treated  by  horse 
doctors." 

But  Gigier  said  he  suspects  the 
quality  of  care  available  from  the 
alliance's  lower-cos:  plans  will  be 
poor.  "You  get  what  you  pay  for." 
he  said.  "That's  been  my 
experience." 

Succinctly  summarizing  the 
various  plans  available  through 
the  alliance  won't  be  easy.  Allow- 
ing for  various  factors  such  as  the 
age,  gender  and  marital  status  of 
a  prospective  client,  about  10,000 
rates  are  available  from  the  51 
plans,  Erb  said. 

That  would  be  too  much  infor- 
mation to  provide  employers,  so 
the  alliance  will  provide  compar- 
isons of  a  couple  of  common  fea- 
tures of  each  plan.  If  an  employer 
wants  more  detailed  information, 
it  will  be  provided.  Erb  said, 

"1  have  a  feeling  the  number  of 
plans  in  our  CHPA  will  probably 
go  down  over  time,"  Erb  said. 
Those  that  are  not  competitively 
priced  will  probably  get  little 
business  and  withdraw  from  the 
alliance,  he  said. 

"I'd  rather  have  too  many  than 
too  few."  Erb  said.  "Americans 


•  What  are  thev? 


^  ABO UT^  CHPA  , 

Inlcrmation  abcui  Coin- 
munily  Health  Purchasing 
Alliances,  called  CHFAs 
(chippas) : 

Q 

J\..  The  alliances  are  lo- 
cal, nonprofit  organizations 
that  pool  the  buying  power 
of  small  businesses  and  gov- 
ernment to  obtain  health 
care  for  employers  with  up 
to  50  full-time  workers,  the 
self-employed  and  eventu- 
ally, state  employees  and 
Medicaid  recipients. 


Q 


•  Where  00  tnev  oDe.aie'^ 


r\.  •  Throucnout  FlonCa. 
Some,  as  in  Browa'c.  cover 
only  one  counry.  Ot.*iers  er- 
comoass  several  couniies. 

v^»  Whal  ooes  a  srriall  busi- 
ness or  selt-emcloyeo  person 
get  from  fcelonginc  lo  a  neaith 
alliance? 


A. 


>•  By  joining  other  ousiness- 
es  and  indiviOuais.  members 
get  the.  same  eioui  as  a  laroe 
employer  when  bargaining  with 
insurers  lor  health  coverage. 
Alliances  will  provide  mempers 
with  into'malion  on  each  health 
care  provide',  inducing  prices, 
enroliee  costs,  qualiiy.  patient 
satistactipn  anc  soeciaiizeo 
coverages.  They  also  will  oevise 
a  grievance  procedure  lor 
memoers  who  have  complaints 
about  their  health  cars 
provider. 

V^»  Is  participation  m  a  plan 
mandatory? 

A.,  NO.  it  is  voluntary. 


v^»  Will  employers  contribute 
to  the  cost  ol  an  employee's 
premium? 


A, 


..  Business  owne's  can 
choose  ic  pay  50  percent.  25 
percent  cr  none  6t  ',r>e  premium 
charged  to  their  employees. 
Businesses  will  pay  a  lee  to  be- 
long to  an  alliance,  expected  to 
be  a  lew  ooiiars  per  emoioyee. 

Anybody  interested  in 
more  information  about 
Browsrd's  community 
health  aJJiaoce  should  tele- 
phone the  alliance's  office 
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Up  to  41%  savings  possible 
through  local  health  alliance 


ByUUftA  CASSELS 

Small  busmessea  LS^t  Insiur  their  cni- 
ployeet  through  a  new  bealth-piu-chasing 
alliar.cc  that  Includes  OkaJoosa.  SanLa 
flosa  and  WaJton  counties  could  pay  up 
to  <l  p«rcenl  lets  (or  health  care  than 
other  amall  buslnestet,  alliance  oSJciais 
said  last  weelL 

Starting  thii  month,  insurance  dis- 
counts wUi  be  available  to  businesses 
■with  50  or  (ewer  employees  through  the 
DUtrIc!  1  Community  Health  Purchasing 
Alliance,  dubbed  CHPA. 

CHPA  board  director  Joe  Bruner, 
president  o(  Destln's  Bl|  Kahuna'i  Lost 
Paradise  theme  park,  uld  large  dii- 
counta  submitted  by  Insurance  com- 
panlea  In  February  demonstrate  man- 
aged competition  will  work. 

"Depending  on  what  you  choose, 
you're  talking  about  (up,  to)  <1  percent 
Mvings.  Thafi  going  to  raise  tome  eye- 
brows," Bruner  laid.  "And  I  thini  you 
haven't  seen  the  tip  of  the  Iceberg  in 
terms  o(  the  savings  you'll  »ee  in  the 
second  year." 

The  District  l  CHPA  comprlaes  Es- 
cambia. Sanl^  Rosa,  Okaloosa  and  Wal- 
ton counties.  There  are  11  CKPAs  atale- 
wide. 

The  mission  o(  the  non-profit  CHPA5, 
each  supenised  by  a  board  o.'  17  volun- 
eers.  most  from  the  private  sector.  Is  to 
recruit  small  businesses  and  combine 
their   purchasing    power    to   win    lower 


ALLIANCE  DEALS 


eira  onsau  look  cnt  company  bi  Mc^ 
of  mt  11  r^Qional  aniane««  to  crunch 
vom*  numb«n  and  nuMrvt*  wtiat  KJntfl 
oi  Malt  would  b*  »tllaMi  to  amanoa 
(nwntjan;  .  - 

AmvK«  -«ov*i1ng  -  Caoambla,  tmftt 
Roil,  OkatooM,  and  Wuun  counOM   - 

■  CuiiwK  mooW/  '■pnir*\m  In  o^n 
mar*«lpl«e«;  M.OSZ.tM. 

. ■Cnolc*.o<..«;.ptan«  o<lM*«  Ihra^h 
alManoatTy  1B  oom^aniM. 

■  21^p•rc*tTt   tMng*  **v1ns<  laSiLI 
ptani:  t\.t7Z.*i.        * 


through' 

OuK.  Utxny,  Fnr«>n:  L»on,':W*u(a,-' 
■JaftKsofl,  Matft^ctWMTnWf.pcah,', 

■  CiAtirt  ■;friooihy'^r»m(um  ;ln  opm''' 
marttoiace:  HXnM. 

■  CholM  of  re  plant  otland  mraiieh 
allanc*  by  19  oompanJw.-.'      ;. .     .,".    • 

■  SV^am*™  ■v«n9«>a*y^l  torVal 


,3A/<»;J1,7«.85. 


Pliase  S6*  DEAUSB 


rates  Irom  Insurance  compinJea. 

The  grand  goal  statewide  li  to  bring 
health-car*  costs  '.vjthln  reach  of  ii  mil- 
lion people  who  presently  an  unlnaursd. 
Most  of  those  are  working  people  and 
chUdren.  Prom  ISBO  to  1(90,  health-car« 
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begin  Monday 


Sontlnued  from  lA 

Jpruig 

;    "Vol    call    wilV,    iliioUe'ti    tnt 

Joor  (Nloodoy),  fct  the  comparj- 

Jvi-  riles   b'ni    DCE:n   sh.->ppinK," 

said  Douj  Cook,  direc'xir  of  the 

SgeDcy  .'or  lieaJih  Care  AdtniJ^^- 

iraiioD. 

J    The  coverage  purchised  by  nl- 

^npe  members  win  like  eilecl  jr. 

time. 

r    Two-ihirds  ol   Ihc   pl.ins  sub- 

fiiitlfd  to  the  allisnccs  had  cheap- 

^  prcraiu.nis  thaT.  plans 'available 

jn  the  open  markel.  Qook  said.  The 

average  drop  in  price  was. 25  per- 

'  "J.'ial  seenw  U  rue  lo  be  i  good 
jJeaJ,' he  said.  . 

••.  aj  well  as  lower  costs,  tbe 
ciaiu  effe:  patie.nt  choice.  Cook 
tiii.  Only  20  percenl  were  cloeed 
networks  like  HMOs.  The  rest 
were  either  traditional  fee-:or-ser- 
Jice  inderrjuty  plarj  or  prelerred 
Jrovider  organizations,  which 
Save  open  networks  that  patients 
jan.leave  II  they  pay  a  higher 
jrice. 

m  Some  50  insures  offered  more 
2haD  1,300. health  plans,  with  an 
Sverage  of  100  plans  Ir.  each  of  the 
3 1  alliance  districts 
-  In  Southwest  Florida,  compa- 
3iies  —  mftrriages  o:  insurance 
Jirms  with  hospitals  and  doctors 
J-  have  developed  more  than  100 
■roedica;  plans  for  businesses  who 
5olE  tbe  CHPA. 


Z  Biddiag  -companies  were  asked 
If),  subrrul  bids  lor  an  elght-«n- 
yloyee  co.Tipany  and  a 
ci-employee  company,  both  of 
i-hich  have  specif;:  demogra- 
Jhics. 

•  Fc:  Collier  Cou.-.ty,  hospitaJ  gi- 
«r.t.  Hujr.ana  Ccrp.,  wnich  plans  to 
lo-TJ  a.T  HMO  in  Colhcr,  offered 
Snilial  low  bids  of  J6i3.7T  per 
Jaonth  for.,  the.  eigh-.-employee 
jccnpany  and  j:.::5.7=  per  month 
•lo:  the  23-ernployee  company. 

I  ■  The  highest  initial  bid  for  Col- 
lier carae  from  the  CIGNA  Corp.. 
^h.ct  offered  a  J1.791-per-rDor.th 
clan  fc:  t^.e  eight-e.-np.oyee  ccm- 
5)t,ny  and  ,a.  JC,4M-per-moDlh  plan 
5or  the  2  j^nployee  orgar-iation 
; '  .Across  the  slate,  Ine  directors 
jBJid.  board  membe.-s  o:  the  aJii- 
SuKes  aren't  sure  what  the?  re 
Juing  to  be  laced  wit.'i  when  taey 
Jpeo  for  business  Monday  Many 
pope  fa-  a  low-key,  quiet  begin- 
rjcg  -J)  give  Ibtm  iirr.e  to  work  out 
Sjiy  t-ixs  before  Ihcy  publicize  a 
Srind  o?eal.-g  I.-,  the  ntiddle  o'.  the 
jpDor.th. 

•  -  "V,e're  cesignir.g  the  road  as 
Mt'it  buildag  It  ind  we  want  to 
3B2kt  sure  the  first  day  we  open  U 
2^t  dor':  have  bu,-nper-to-tuicper 
•<Ta/iJc."  said  Terry  McCorvie,  ei- 
I^Cjiive  dL-e:tor  of  the  alliance 
iha;  includes  Orange  Osceola. 
2>eir.jiol^  and  Srevarc  counties. 

"•  ■  In  Kialaafc,  Lynn  Kislak.  chair- 
Swonian  of  the  allia.-.ce  that  inciud- 
5es  Dade  a.nd  Morj-oe  counties,  sale 
^Iba.icc  officials  are  ejtcnec 
^boat  operang. 

«•  "rhe.-e  s  tbii  grtsa;  sense  c'.  an- 
Sidpaticr.  ■  sne  said. 
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ALLIANCES:  Most  premiums  ; 
were  lower  for  CHPA  members  : 


J 


From  Pncc  ID 
ploveci  ranfcc  Irom  more  Ihin 
$9,000  inonU-,i,>  lo  siigr.'Jy  mort 
UiiJi  SS.OOO  moiilhly. 

"VN'na!  docs  thai  lell  j'ou 
jbou;  Uie  Iragmcnution  of 
small-group  covtrage""'  Jones 
said.  sufgcsUiic  Ihai  the  com- 
plexjtj-  ol  insurance  pobcies 
maJtes  il  hare  Jor  ccr;su,Tiers  tx> 
compare  then*.  Aod  choose  Uie 
bfcsl  qualjty  a*.  Lht  bes;  prict. 

Tnt  CHPAs  Mill  do  Uiote 
comparisons  for  Lheir  members, 
he  said,  and  will  rcpon  annuaJl.v 
on  what  clients  had  lo  sa[v 
abou;  insurers,  wha;  i^*  costs 
wei-c,  ini  the  palien!  outcomes. 

The  small-group  insurance 
plans  thai  will  oe  oflered  ir.  Dis- 
mc;  2  uiclude 

■  Heal'j-.-mainienance  orga- 
ruiatjons.  or  HJvlOs.  which  re- 
quire patJcnLs  to  -use  providers 
in  the  nenvork.  t-^cept  in  emer- 
gencies, and  which  generally 
charge  lower  prcmjums; 

■  Preferred  provider  organi- 
lations.  or  PPOs,  which  pay 
higher  rcunbursenients  when 
patient;  choose  providers  inside 
their  network;  and. 

■  Indemnity,  or  fee-lor- 
servioe,  policies,  whic±  le:  pa- 
tients choose  the  provider,  but 
tac  prtmiums  are  generally 
higher  than  for  other  plans. 

For  nearly  all  o.'  those  plans, 
the  premiums  bid  by  insurance 
compaiiic£  in  February  were 
lower  lor  Clil'A  looiubers  than 
(or  non-members. 

However,  the  range  o.' 
choices  vanes  Irom  county  Lc 
county,  with  rural  co-antiei  at 
the  west  eoc  ol  the  oistnct  hav- 
ing the  fcwes;  options. 

For  uisLancc.  while  four  of 
Distnci  2';  18  bidders  agreed  to 
oife.-  HMO  plans  in  i^eon  Coun- 
ty, only  two  o.lered  HMOs  in 
Bay  County  and  none  oflered 
them  ir  Bay  s  neighboring  ruriJ 
counties. 

"In  terms  of  KMOs  and 
PPOs.  we  have  a  very  underde- 
vcioped  managed-care  oisu-ic'.." 
Jones  said  "Unlortunateiy. 
there's  ao;  a  frca;  number  of 
choices  L-;  the  ru.-al  areas  " 

^a-T  and  Jones  saic  lhe>- 
hope  tnat  wii;  cnange  i,-.  toe 
oex:  lev-  years. 

"Wc'vi;  had  three  earner' 
who  nave  saii  -We  sec  Ine 
CKPa  p.T>ceir  as  a  ve.*iicie  lc 
increase  our  mar  kc  share ' 
whio":  .-neans  doin;  more  busi- 
ness.'' Jones  said 

Meanwhile,  he  said.  Lhe  ruraj 
counties  a:  leas;  have  mc.-e  op- 
Y>ns  thar.  they  had  be/ore  and 
^.  iowoj-  prices  than  before' 

Statewide,  businesses  that 
jcir.  a  CHPA  and  have  30  or 
(ewer  emplo.vees  would  oSer  a', 
least  two  plans  to  ineir  em- 
ployees: larger  b-jsmesses 
woulc  Oder  a;  leas;  Inree  St'J- 
c,*npjo,vec     people     ai.^r>     ,«.■'-- 


Annual  membership  fees 
are  S25  (or  member 
groups  o!  25  or  lewer 
employees,  and  S50  lor 
larger  groups,  plus  54 
monlhly  per  insured 
employee.  Fees  'or 
associate  members,  v.'ho 
receive  ihe  annual 
performance  reports  with 
which  lO  do  their  own 
insurance  shopping,  are  . 
S100  a  year. 


(or  Incir  e.Tiployees'  coverage**- 
but  tnere  is  no  mandate  tbaC 
they  join.  ."^ 

Jones  said  lowcr<os;  in-' 
surancc  Should  help  many 
small  businesses  that  want  in-, 
surance  (or  their  workers,  but* 
cannot  aflord  It  at  present  rales  - 
or  cannot  get  it  because  one  cr^ 
more  of  thed-  employees  would  .; 
not  quallV.  He  and  others  pre-- 
cicted  greater  savings  and 
more  choices  in  hjture  years. 

Jones  and  olben  said  the  ad- '. 
vantages  of  CHPA  msunnce; 
are  no;  limited  to  discounted  * 
premiu.-ns.  For  mj:UDCe.  no  one '. 
in  the  CHPA  can  be  denied  cov-  • 
cragc.  Rates  will  be  bused  on  • 
only  Dvc  "community  rating"  ' 
(acloit:  county  of  ronlUcncc. . 
gciioer.  age.  family  composition, 
and  whetiier  the  insured; 
smokes.  Ccncralf)-.  p re -eia sting" 
conditions  w-ill  not  be  con-" 
sidered.  .  -' 

Meanwhile.     CHPA     ofTicials'-- 
are    w-aicmng   with    interest    n. 
see    wnethcr    the    Legislature 
adopts    the    govemo.-'s    Health 
Secxiniy   Act   during    a   speoal 
session    a    month    from    now. 
Taa:    plac    wo'Jld    allow   many- 
poor.   w-oriur,g   people   now   m-  ; 
surec  by  Medicaid  —  bu;  who 
could  paN-  their  premiums  w-ith  '. 
s-Jte   help  —   to  join   CKPAs, 
.Sirlher  boosting  Lheir  purchas-  -. 
ing  ciouL 

Tne  Dis'c-ic;  2  CKPA  wii:  pro- 
vioe     cnrollmen'.     iru'ormation 
starting    ncxl    weCK.    However, 
Jones  &nc  Ban-  said  complete, 
detailed  information  on  all  tne"; 
plans  tc  be  offered  in  Disthcl  2  ,• 
won't    be    available    unt'i)    mid-  ■'. 
monUi  or  early  June. 

Annua!  membership  (ees  krv' 
I2i  (or  member  groups  of  25  or  * 
(ewer  eaiplo.vees.  and  SSO  (or.' 
larger  groups,  plus  s«  mo.ilhl.v-. 
per  insured  e.-nplo.vee.  Fees  ioz'. 
associate  members,  who  re-;' 
ceive  the  annua.'  pertormance '■ 
repo.ns  w-ith  whicl-.  to  do  their'- 
OUT.  uuurance  snoppinr  are  > 
StOOayear 
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Cut-rate 

insurance 

arrives 


Starting  Monday, 
Community  Health 
Purchasing  Alliances  will 
offer  health  insurance 
plans  to  businesses  with   ' 
fewer  than  50  employees. 
DAVID  cox 

Mefaid  Captlfll  Sufeau 

TALL.'^HASSEE  —   Big  busi- 

ess  buying  power  for  health  insui- 

uiice  becomes  available  for  small 

businesses  and  the  self-employed 

in  Florida  beginning  Monday. 

That's  when  Florida's  11  Com- 
munity Health  Purchasing  Allianc- 
es, or  CHP.^,  start  offering  health 
insurance  plans  to  businesses  with 
fewer  than  50  employees. 

The  alliances  are  the  cornerstone 
of  the  health  care  reform  act  Gov. 
Lawton  Chiles  pushed  through  the 
Legislature  last  year.  They  pool  the 
money  of  thousands  of  small  busi- 
nesses to  buy  health  insurance 
plans  at  volume  discounts  —  hke 
big  businesses  already  do. 

More  than  26.000  small  busi- 
nesses in  .Manatee  County  qualify 
to  buy  health  insurance  through 
CHPA.  said  Cynthia  Sampson,  ex- 
ecutive director  for  the  Disuict  6 
CHP.A.  which  is  headquartered  in 
Brandon. 

About  300  businesses  in  the  dis- 
trict, including  about  20  in  Mana- 
tee County,  already  expr'^^d 
interest  in  jomtng  the  CHP.A. 

District  6  includes  Manatee, 
Hillsborough.  Polk,  Hardee  and 
Highlands  counties. 

Sarasota  County  is  in  a  CHPA 
district  with  DeSoto,  Charlotu, 
Glades,  Lee.  Hendry  and  Collier 
counties. 

Statewide.  306.000  small  busi- 
nesses qualify  for  membership  in 
CHPAs  and  45  t>ercent  of  them  do 


Q&A 


Hera  are  some  questions 
and  answers  about  Commune 
ty  Health  Purchasing  Allianc- 
es, or  CHPAt: 

Q:  Who  qualKIss  for 
health  Insurance  through  a 
CHPA7 

A:  Anyone  who  is  self- 
employed  and  businesses  with 
lewer  than  50  employees. 

0:  What  kind*  of  health  In- 
surance can  I  buy? 

A;  The  CHPAs  have  a  vari- 
ety of  plans  available,  including 
plans  through  health  mamie- 
nence  organizations,  plans  that 
allow  you  to  choose  from  a  list 
of  doctors  and  plans  that  allow 
you  to  choose  your  doctor. 

0:  How  much  will  It  cost? 

A:  That  depends  on  which 
plan  you  bu. ,  which  company 
you  go  with  and  how  many  em- 
ployees you  have.  CHPA  will 
send  you  a  summary  of  rates 
and  benefits  of  each  plan  and 
information  specific  to  a  com- 
pany your  size 

0:  It  I  buy  today,  when  will 
the  plan  take  effect? 

A:  In  mosi  cases  the  insur- 
ance lakes  effect  30-45  days 
aher  purchase 

0:  Where  do  I  get  more  Irv 
formatlon? 

A:  It  you  live  in  Manatee 
County,  call  the  CHPA  office  in 
Brandon  at  1-813-689.8646.  If 
you.i 

al  1-813-639-6664 


rou  Uvi*in,Sqrasola  County,  call 
ht"&fl>'A'Vfi£e  in  Punie  Gorda 


SOURCE   Community  Heeim 
Purchtsing  Allieneat 


not  now  provide  health  insurance 
for  their  employees,  said  Ed  Tow- 
ey,  spokesman  for  the  Agency  for 
Health  Care  Administration. 


Anybody  who  wanu  u>  sign  up 
And  buy  (beginning  Monday),  thev 
can.   Toweyjjud  Friday 

Companies  now  providing  health 
insurance  to  workers  can  shop  the 
UHPA  for  a  better  deal. 

Michael  Bennett,  president  of 
Alsddin  W^d  Electric  and  Air  in 
Braaenton.  said  the  program  prob- 
ably wi^l  help  most  those  business- 
es wiih  15  or  fewer  employees  or 

imall  firms  that  have  trouble  get- 
ting insurance  because  an  employ- 
ee or  two  have  eiisiing  health 
problems. 

Lnder  the  state  law,  insurance 
companies  offering  plans  through 
CHPA  cannot  deny  insurance  to  a 
company  because  employees  have 
existing  health  problems.  Rates  are 
affected  only  by  age.  sex,  the  coun- 
ty in  which  an  employee  lives,  the 
number  of  persons  in  his  or  her 
family  and  whether  family  mem- 
bers use  tobacco  products. 

"It  will  help  small  businesses 
where  one  of  the  people  in  the 
group  has  a  pre-existing  condition 
that  nobody  wants  to  write  a  policy 
for   because  of^that  one   person." 

said  Bennett,  4^Ho  is  a  mt^beidf 
the  District  6  CHPA  board. 

However,  the  alliances  aren't 
the  cure-all  for  health  insurance. 
Bennett  said,  because  the  plans 
are  voluntary  and  don't  include 
workers'  compezisation  insurance. 
Unless  the  plans  are  mandatory 
for  ail  businesses,  he  said,  many 
businesses  that  offer  insurance 
cannot  compete  with  others  that 
offer  higher  wages  but  no  health 
coverage. 

Chiles  wanted  to  make  the 
plans  mandatory  for  ail  Florida 
busmesses,  but  the  Legislature 
weakened  the  provision  to  volun- 
tary status. 

So  fax  in  District  6.  31  groups 
of  hospitals,  doctors  and  managed 
car*  facilities  (such  as  health 
maintenance  organizations)  have 
offered  48  types  of  health  insur- 
ance plajis  for  sale  through  the 
CHP.A,  Sampeon  said. 

In  a  recent  comparison  of  two 
types  of  businesses  in  District  6, 
the  .Agency  for  Health  Care  Ad- 
ministration      determined       the  : 
CHPA  can  save  them  a  bundle.        | 

For  example,  a  business  provid-  j 
ing  coverage  for  52  persons  —  25  i 
employees  plus  their  families  —  i 
and  paying  $117,0%  a  year  for  ' 
insurance  could  save  S4,152  to 
55S,460  in  premiuics,  depending  , 
on  the  plan  selected. 
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Bradenion  Herald.  Sunday.  May  1.  1994 


In  aDOlher  example.  CHPA 
couJd  save  a  company  in«UJin<  U 
persons  —  »even  employe**  and 
four  dependenu  —  and  now  pay- 
inK  $16,620  B  year  for  insurance 
aiiywhere  from  $96  lo  $".644  .n 
premiums. 

The  local  CHPA  will  begin  seU- 
ing  policies  Monday.  Sampson 
said.  Actual  coverage  won't  begin 
until  30-45  days  after  a  plan  is 
purchased. 

Some  CHPAs  will  not  start 
selling  policies  for  a  couple  weeks 
after  the  official  stan-up  Mon- 
day, sajd  Towey,  the  health  care 
agency  spokesman. 

Chiles  is  scheduled  to  swing 
through  the  sute  the  week  of 
May  16  to  officially  mark  the 
opening  of  all  CHPAs. 


85-738  97  -  3 
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FLORIDA  TODAY.   Monday.  May  23   1994  . 

Health-care  alliances 
help  small  companies 

Brevard  County  earned  another  footnote  in  history  books 
when  Titusville  businessman  Kerry  Kennedy  was 
recognized  recently  as  the  first  Florida  employer  enrolled  in 
a  community  health-purchasing  alliance. 

Other  small  businesses  need  to  follow  Kennedy's  example 
and  sign  up  for  the  purchasing  alliances,  which  are  key 
elements  in  President  Clinton's  health-reform  plan. 

The  state  Legislature  established  1 1  purchasing  alliances 
in  Flonda  in  1993  to  allow  small  businesses  to  voluntarily 
pool  their  buying  power,  making  insurance  more  affordable 
to  them. 

To  qualify,  businesses  must  have  no  more  than  50 
employees,  and  at  least  70  percent  of  those  workers  must  be 
provided  with  health  insurance  either  from  an  alliance  or 
some  other  source. 

The  basic  benefits 
packages  were  sec  up  by 
the  state,  but  rates  vary 
according  to  the  company 
and  plan  selected. 

Kennedy's  business 
problems  caused  by  rising 
health  care  costs  were 
mentioned  by  Clinton 
during  a  September  1993 
speech  unveiling  the  president's  health-reform  proposals. 

Gov.  Lawton  Chiles  flew  to  Titusville  last  Tuesday  to  hand 
Kennedy  two  new  insurance  policies  purchased  through  the 
state  alliance. 

Kennedy's  old  plan  provided  only  hospital  coverage  for 
him  and  three  employees. 

For  a  slightly  higher  premium,  the  alliance-provided  plan 
has  comprehensive  medical  coverage  with  a  $500 
deductible. 

"It's  a  very  attractive  plan,"  Kennedy  said.  "It's  providing 
affordable  health  care  coverage,  which  is  great  for  me  as  an 
employer." 

Some  insurance  agents  are  wary  of  the  new  system, 
which  they  see  as  a  threat  to  their  industry,  although 
employers  still  must  go  through  agents  to  purchase  policies 
through  an  alliance. 

That  skepticism  is  understandable,  but  the  alliances 
deserve  a  chance. 

With  about  2.5  million  Floridians  —  about  one  in  five  — 
lackmg  health  insurance  and  many  others  underinsured,  it's 
time  to  find  new  ways  to  address  this  problem. 

Small  businesses  in  Florida  need  to  take  advantage  of  the 
purchasing  alliances  so  affordable  health  insurance  will  be 
available  to  as  many  workers  as  possible. 


To  learn  more 

To  find  out  more  about 
community  health  purchas- 
ing alliances,  call  1-800- 
469-2472. 
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Employer 
believer 
n  CHPA 

lee:  Health  plan 
uiet  revolution 

Alliance  quesiions.  answers^4A 

^^  Joo'rtAI 

,^nn">  I-^f  i!:ir  otTicuUy  rrt-jinnsilile  for 
rtoiimi;  ilu'u;ini  jiJmut  Comruiniiy  Hcolth 
;rchftMnj  .\J!iM)cts  —  bui  liv  vnntnto.  The 

.i.h  in'.iir«n.-t  •y^trm  for  SmolJ  buKlrivn»*>w*> 

-  «l."»»hcd  Ills  tinplovLUn'  ruitit  nlmo^t  in 

Nobotiy  k::uv.-»  uUoci  ;i,  Thif  is  .•thnoil  f\ 
(duLion.  And  :h(.  prropic  who  ftrc  liuflrinj; 
oui  it  oor.'i  iini:iT»iinnfl  it,"  Let*  tnid. 
.re.  ft  lxi?i  o;'  'hrc-v.  lifl);  jtu-r^iiffl  fvcr^* 
.vtini:  ul  iliL  l.Tx.-ii  ihni  rTiSCir  ir  h«porr..  He 
tn  boncht  lUAvspBiKT  qcik  III  hie  own  ex* 
luc  to  AdvcruoL-  ih»f  stfTvirc  "*  '»hor  smnl) 
ijincjs  I'wnv.-i 
_^^___  Li'c     Insiir- 

flncp  Agoncy 
u  j>.  one  of  the 
fiTKt  iwo  buti- 

u')    wiih    the 
r.ommunliy 
htulih     Pur- 
cHA^ing    Alli- 
ance   for   OiH. 
iriLt    ].   which 
co^■cri  Efccum- 
Ijui.       Srtnift 
Pc9c.      Okfc. 
ioii».ii        and 
^Vn)ton    coun* 
U(rK.    Jn    Mfty. 
n        CHPAh 
(callerl    "chip- 
pat-")  t-hfouRn- 
uii;  rionrift  br- 
-  jL'tint;  SM  comparison  •hoppi.rb  iot  srnnll 
■;nn!es;h.it  c.-jvt.  lbii)"-.f:  '^rhul^■buy■ 
.  :or  iitfdilh  in^urnr.cc 
ndvf  ihf  oli:  ;',*n  f.ir  l.^i-'ti  nppncy.  hi  paid 
-.5*i  a  montr  lo  pM  ^.''JO-dixJucllblL-  In- 
.-arivi-  jiiun-.  :r.'  nim-*!!  ancj  iwo  cmpiovfCB. 
:?   o:hcr   CTRpiO^tc.    vjct    pn-ndoni    l^alw 
•iki..   hdii   in-.irAnre  ihrougn   hu  wife'* 
V'>-'.'  «■  ■  *»'.  >■>«-  Ji  mtinih  hjf  hirr,  And  hia  two 
-;;:nr(r*  Tcr;:ncr.  ;nt  cnpjoyci-i  woropoj  - 
i  SI  i)£-{.5j  liif  \.nv.r  iniiir&ncf  PM'rts 
■■'iicn    Lw)  joined   CHI'A,   noff  uiombcrs 
■.^"■f  pl.Mi«  uiih  iSWldeductiblfi'  und  Mrided 
■  •>.*.(ck  utif!  h:<  two  duuffhuTfc   I'liuir  tuial 
;,  now  IK  ?C':-  >i.S  —  *  41  jietctni  navinKS. 
i.i'i',  who  puy»  '.00  pLiCdii  fjf  hie  employoofc' 

smUKaltk.sa 


^fi^  CRITICAL  I 

WHAT'S  A  CHPA? 

CoTWTiunttv  HeftH'> 
-jrci'-^&ng  Aik£nc«s  are 
>:aifv  coniroi'ra  9rouM 

ai  CKOvoe  co«ncvftnsoo5 
;■  noau."i  heurincs  piaris 
D-  OusinessM  wnri  50 
■iii  (ewar  *fTOrove*s. 
DoiBU«    l-800-:S9-2472 
veeROavs  oe^v^tn  7 
;  T,   iio  ^  p./T,, 


Jam*!  Z/«e,  owner  of  n  imaJl  Inioruioe  axency,  holdf  one  of  bis  oompouv'B  CHPA  oerlifica 
nevr  program  bolpk  »mall  companlet  tike  Lec'a  offer  health  Inturanoe  lo  employees  at  a  tav 


i'J 


HeWm  car%  profile  of  CHPA  l^^;;;   \:%. 
^SS!   -1  i'    'w'i*:  Total.ti'-Mi)(',.umntur«d  ■ 

■  .  :i4.Yol«fPopui«llS  Si7,422      10Q5,.. '..105.565,      19% 

,.j>opot«ijpfi)p»iittianfa;4S5.j9e  .  w%,     105,166     n% 

K^^ulatton'ovef.es     E2 124        11%  Cw^ae  &<  M»oe»r« 
■■?»"    f   *      •■■■■■    ■■■            ■■-:"■       ■■■     ■rA)      ■     •     : 

.    ■     ■>  ■      ;  ■/     ■  ;:;■  ■  ^i-     ■If.  • 

WorKIng  agscaduHs  by  amploymant  atatUs 


..Unfh'BurjBd  by.Um  tlztj  ;: 
xSim*fmotiit    6.257 

^'fiil^.eiijOlOyito  ,.  4,746 
'lAvifti^pifrfi'tt        ft4B 


48%,, 

..3>,.  . 

'  .'"■<!:■  * 

.iii'.'r    . 
. ■(:•.; . . 

5%'. 


25,4«£ 
792 


4.155 

i.eic. 

47 


11», 


71N 
23'. 


Small  buslnes 
population 

Escambia.  Sania  Ro$a.|A|oos9 
ana  Wallon  counilot      ^^ 
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Health  plan  'almost  a  revolutioi 


FBOMIA 

pr«muinu.  ij.  »(iving  SJT6.C4  & 
month.  Miihoufih  he >>  co^trinp  on 
K'ldiliojiol  tmiJioyot  and  ciltrmg 
broflelkT  plans. 

M  4]5o  dilf»^renff  in  liin  premiumM. 
ort-  HCfunMy  jinvinF;  S2S0  00  a 
iiionili  l«f-cr>\ii:('  ].vt  16  picking'  up 

"rni  hflviiij  a  (liffirul;  '.imt  find- 
m£  a  dnwr.<"icit."  Le*  FAid. 

An  ftfcni  who  ueuaDy  'leals  with 
liruptTiy  and  casufthy  inhnrancc. 
Let  ifc  nhiiiini:  hit  afjenry'a  buhi- 
HMn  to  fociif.  mure  en  henlth  sinw 
CHPA  cfimc'  along.  Ton  different 
bufcinvhHce  he\c  cnntACTcd  him 
about  CHI'A  plans  becBuae  thcy\i 
liturd  hiir.  talk  of  hi*  oiperienco 
throuRh  the  nip(!ia  He  cnrnlled 
I  hem  all,  saving  t>och  irom  16  pttr- 
c«nt  to  40  pureni. 

"CHPA  rtceaicd  \h.v  svatom 
and  did  it  in  i-iirh  o  way  ij^at  wo 
have  decided  lo  per  mon,  heavily 
involved,"  lyft  cflid.  "Ceruinly. 
I'm  in  the  busines?  o;"  writing 
iniumnci'  and  gviilnc  pwc  for  it. 
l>iit  I've  gf.i  2.500  polities  in  effect 
a!rtnrty.  And  iiddinp  a  lew  more 
dnecn't  chanpp  ilit  tdial  very 
much  The  profit  it  a  .1310I]  port  of 
my  fnlhuMOhin  " 

Leading  the  way 

Florido  is  ahead  in  thf  tscv  lo 
rcfiirm  health  cuTf,  Lft  and  others 
believe. 

For  a  collide  of  dcbaii-intenRlve 
yvhn.  the  k'deral  government  hot 
^v^c£l]wl  wirh  revamping  a  hoalth- 
care  fiy».U'm  that  cofu  AmencanB 
a  biccer  chunk  nf  its  prosi  nanonal 
product  than  ftny  oihtr  couniry  \n 
the  woric,  whiif  millions  jo  unin- 
sured 

In  Finncift,  Gov.  !,aw-.or  ChilcB 
has  pushed  hie  o*n  agenda,  re- 
»-ulipnc  ir.  ilif  Health  K»fnrm.Act 
of  lOn:^  :!invj-h  which  C'IIPAb 
uxrt  liurn 

TJic  alliance!-  ■■*  tT«  s^:  up  m  help 
l»u?intRh*-h  wiin  l<v  or  fewer  om- 
jdoyees  f:iid  NHordabk-  health  i:i- 
i-uranre.  In  Di-i.-tn  1.  <  7<9  li- 
renfctd  t.mai;  buKinessct  are 
clicild*  tn  join,  and  ilioi  doean't 
count  i!if  t-elf-eniployeri, 

"I  ;hink  ii\  poiup  ui  h<>  over- 
wlu'lmincly    Rucfrstfu!    onte   the 


public  hear*  about  It.  \K't.  haven't 
(foiien  onouph  prufls  vet."  Bairi 
Deborah  A.  Trotki.  Dlatrict  1 
CHPA'fc  execiitivo  director,  who 
lios  been  spoaklnp  to  up  t/i  Ihrof 
(,'roiipB  a  day. 

AdvtrtiBing  through  the  local  fli- 
liancu  and  :hroui:h  lht>  "third 
nany  odminlptrator"  will  pick  up. 
bun  i  BradBirewi  Plan  SerN-icea  of 
Tampa  coordinatce  the  procobb 
through  which  employobt..  apentB 
and  inburence  corriere  in  ulfcht 
didirictB  U88  the  aystcm.  It'e  the 
ogcncv  callere  roocli  when  phoning 
CJIPA'e  800-mimber. 

How  It  works 

The  local  aliianct'H  are  go\'emed 
!>>■  boards  of  1*  peopk-  from  ihoir 
difctritts:  11  buKlneof  represent*- 
uvcfi.  three  conBumbrs  and  three 
poverniucnt  officials. 

The  CHPA'fi  main  function  »o 
far  has  boon  gathering  bid*  on 
influrance  pollcieB,  which  have 
been  compiled  Inui  one  book  for 
.small  buhinepe  ownera  to  peruse. 
It's  the  ultimate  in  comparl»on 
nhopping,  i^e  aaid. 

Price  bids  on  basic  and  Rtflndarrt 
plans  In  District  1  came  bock  from 
17  major  carrirre.  offoring  tradi- 
tional dediicribio-iype  plain  along 
with  tho  ntwer  maintenance - 
driven  proprame.  Jn  all,  BO  combi- 
natioiiB  oilfil.  Lft  said. 

The  rates,  uhith  cnrrier5  can 
adjust  <)uaner!>,  may  bo  baneri 
nnK  on  agfa,  hex.  county  of  rosi- 
dcnce,  number  of  family  members 
and  tolmfco  uso. 

For  many  people,  this  bulves  the 
proldem  of  being  unoblf  to  get 
insurance  bccaupe  of  a 
lirt-exiBiing  condition.  CHPA  ro- 
quirph  on]*,  a  waking  puncri  de- 
pencinE  on  paei  coverage 

■■1"hp  wholt!  idea  ie  to  tmtie  an 
individual  cmpjnyte's  InJiuranco 
from  his  emjiloymoni."  Lee  Bsid. 
"Vou  re  all  in  the  same  boat,  no 
you  can  nl0^•e  around  " 

Hiifineascs  join  the  flllifln<-e  for 
>2J  d  year  and  then  can  allow 
»*nip]0.\'cff.  in  enroll  in  :hf  plans 


thry  chooK-  If  the  business  has 
fewer  than  30  employees,  i*.  muet 
offer  at  least  two  ptant;  If  30  or 
mnr«  employees,  at  Uast  throv. 

Participation  is  volu?iiflr>'.  But 
once  employers  commit,  they  are 
expected  to  conlribute  toward  em- 
ployees' plann  —  generally  at  loaot 
naif  of  the  lowoat  monthly  lnrii\id- 
ual  employoe  rate  avallahle  among 
the  plonn  the  business  ofTbrs. 

The  employee  pays  the  rest. 
Businesftfs  aiwavn  write  onlv  one 
check  —  ir.  CHPA,  Prices  are 
guaranteed  for  a  year. 

Feeling  the  effects 

Tnvckl  cxp«cts  the  alllanres  to 
initially  draw  employers  who  al- 
rwady  offer  health  insurance  but 
who  want  to  lock  in  lower  costs  for 
a  year. 

Hot  organizers  also  hope  to  draw 
those  without  Insurance.  Some 
pco)ile  like  J.D.  Kobinion  lOon 
uill  re-enter  the  world  of  the  in- 
sured through  CHI'A, 

A  salesman  at  Merchants  Paper 
Co.,  HoblnBon  has  b«en  without 
coverage  for  more  t  han  a  year  since 
he  left  college  and  his  parents' 
nian,  "(It's  been)  a  big-time  worr^'. 
1  have  bad  ankles.  .  Evervtimel 
turn  rru'  ankle  and  It  sweHa  up.  I 
don't  know  If  U's  broken,  But  1 
can't  afford  to  pn  gel  X-rays  ever>' 
lime." 

Aiitr  getting  recent  quotes  of 
Sl&O  a  month.  Robinson.  21.  will 
pay  al>out  524  a  month  for  his 
plan,  which  starts  July  1.  His 
vmploycr  spllLa  the  cost 

"It's  going  to  help  ub  out.  espe- 
cially me  and  him,"  said  Robin- 
son, referring  to  a  co-worker  who's 
ptjl!  paying  ofTmeuirjil  troaimeot 
he  had  lo  charge  on  N'ma, 

Though  the  CHPA  offers  plans 
thai  range  from  If  to  <0  percen: 
aavings.  frock:  said,  those  hard- 
est to  reach  will  be  bumnesses 
with  up  10  four  employees,  limited 
capital  and  low  prx>flts. 

The  program's  bigpeBl  dra\»-hock 
imi)arli  the  innurancs'  Industry, 
Trocki  said.  AgbnL*  and  c^irriers 


must    learn    a    ntw 
business. 

"The  infiurancc  car| 
longer  be  abk- 
1'rocki  said.  "Theyrl 
that  llmy'll  be  inure  f 
(the  «ct  up)  certainly  t 
downside  for  the  pnblB 

And  though  buRinl 
CHI*A  plaiiB  with  al 
many  atienin  worry 
phased  out  of  the  pifl 
Rumers  then  would  Ifl 
porsonal  link  thev  h^ 
certain  plann  ana  cofl 
lort'd  lo  thorn,  aaid  Paff 
an independoni agent  f 
i7.»»  in  (froup  health  I 

"I'm   concerned," 
who  worries  about  wj 
will  e\-olve  into.  "I  befl 
and  brokers   mav 
»mall   group   Immncsij 
ihrw;  years." 

L#e,  who  teaches  a  p| 
casualty  inaiiranre  cloJ 
cola  Junior  College. I 
about  a  third  of  hii 
students  In  the  last  twj 
bean  health  inp>urancel 
were  coming  back  to  ieJ 
lional  area. 

Growing  curloslr 

N^'hile  local  coordinoJ 
confublon  over  CHPA.l 
coordinating  the purchl 
L  Brariatreet  in  "Tampa 
a  great  rosponse  from  f 

As  of  July  I.  90  empli 
bu<iines808  will  br  covea 
Diitrici  I'b  CHI'A.  sail 
Kvef..  astiitiiant  vico  pa 

A  couple  of  weokfi  el 
two  area  businesses 
up,  TrTKki  said  Dnniil 
has  goltiin  more  ihanT 
from  Difllricl  1  Mncr  | 
line  Oi)ened  May  16 
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Jliances  will  provide  information  on  providers 


Linds  Zjtller 

oridfl's  Dew  ComrDuoicy 
liib  Purchasing  AUiances  are 
sed  to  provide  consumers  with 
rt  than  inmraace. 
3e  system  soon  will  male  avail- 
e  reports  comparioe  perfor- 
zce*  of  inauraace  carriers  and 
Jth  can  providers,  said  Debo- 

A.  TicxJd.  CHPA  District  1 
mdve  director, 
a  initiai  funoion  of  CHPM 

be  to  .track  customer  satisfar- 
1  with  the  insurance  carriers 
I  ofTer  plans  to  businesses  uiih 
md  (ewti  employees. 
.'  ces  sprint,  people  consider- 
CHPA  will  be  able  to  brmse  a 
sumer  piide  that  summarizes 

experiences  of  those  who  al- 
ly joined. 

rhe  quality  companies  wel- 
le  it  becauae  they're  gain;  to 
.■t  out  CD  top  and  people  an 
i;  to  se«  «hy  the>'  should  use 
M  'busiaeaaea,"  Ttocki  said. 
>e  one*  who  need  to  improve 
■z  quality  are  going  to  be  moti- 
xl  to  do  so  or  chey  axe  going  to 
:  boainess." 
lUngs  on  insurance  carriers  are 

the  ElarL 

mdat  CHPAs  will  link  with 
ling  data  bases,  such  as  ones 


that  track  hospital  statistics  and 
disease  rvpcits  A  schedule  span- 
ning two  years  Una  reporta  for 
release  to  consumers. 

Most  of  tbe  information  will  be 
compiled  through  tbe  state's 
Agency  for  Health  Care  Adminis- 
tration, whicb  is  charged  with  prt>- 
\-idiag  as  'information  founda- 
tion*' for  health-care  reform. 

In  tbe  works  are  reports  such  as 
tbe' Consumer  Guide  to  Hospital 
Performance,  to  be  released  in  No- 
vember. Hie  guide  will  compare 
bospilals  by  resources  and  quality 
of  care.  Direct  comparisons  in- 
clude average  length  of  stay,  aver- 
age gross  charges,  readmission 
rates  and  mortality  rates  ibr  medi- 
cal and  surgical  patients. 

Sucb  comparisons  are  tricky, 
medical  oSFicials  said. 

'If  h  is  gathered  accurately  and 
presented  accurately,  it  can  help 
educate  tbe  public,"  said  Dr. 
Doona  Jaeobi,  preaidesc  of  the 
Escambia  County  Medical  Society 
and  a  partner  at  the  Medical  Cen- 
ter Clinic,  who  treats  the  elderly. 

"But  numbers  can  be  misleading 
if  you  don't  have  background.  If 
somebody  looked  at  my  mortality 
rate  it  would  be  horrible,  but  you 
have  :o  realize  the  patJenta  I  see 
ere  the  ones  most  likely  to  die." 


Hospitals  oSicials  are  working 
wiih  AHCA  to  make  comparisons 
clearer  and  more  fair. 

"Cleariy,  we  have  a  lot  of  con- 
cerns that  whatever  it  is  that  thej- 
elect  to  publish  for  the  general 
public  is  hetpfiil  instead  of  more 
confusing,"  said  Mike  King,  vice 
president  of  fmstyinl  planning 
end  analysis  lor  Baptist  Health 
Care.  "It's  bard  to  compare  one 
hospital  to  another  because  the 
patients  are  not  tbe  aame." 

For  ezAmple,  gross  coats  are 


likely  to  be  hi^er  at  Baptist  H 
pital  than  a",  others  becauK 
much  cost  is  shifted  to  those  '.  - 
can  pay  from  Baptist's  bign  i 
centage  of  patients  who  ce  ~ 
That  population  usually  ha 
wait  longer  for  medical  atteo. 
making  their  problems  tr 
costly  to  treat.  King  said. 

"If  we  put  information  out  t 
without  tbe  education  that  o- 
to  go  along  with  it,  we're  at  rial 
people  going  to  get  their  care  ' 
places  they  realty  shouldn't." 
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HEALTH  PLAN  Q  AND  A 


The  loUowtng  en  oonvnon  Queetions 
erw  ineu  answert  taker,  from  me  Meartfi 
Plan  Summary  (o-  the  Diitnci  1  Commu- 
hiry  Heaiih  Purcnajiog  Aniftrtce. 
Q.  Who  U  »lleU>J«  10  toJn  »  CHPA7 
A.  Fioridd  small  buslnesaes  with  SO  ck 
fewer  «mploy»e6  el»giw«  (of  health  plan 
ooveragt-  An  eLfllo*  empioyM  must 
^ortc  lull  tkne,  (Mlmad  at  26  or  mora 
hours  a  weak.  A  buainaas  may  0«  at 
amail  as  one  p«non  and  still  oe  eligible 
;  O.  What  plana  am  ■vallabie? 
.  A.  Trtare  are  bascaUy  rwo  kinds  of 
pw\t  —  Iftdamnrty.  which  comes  m 
$6vara}  lorms.  arxJ  a  neallh  maintenance 
OfgAnaaboftorHMO. 

indemnlry  Is  a  traditional  Insurance 
plan  inai  pays  apecKic  ooCac  amoonis  lo 
ffwInsLued  person  ioi  speclfteo  services 
and  pfocaouros  without  quaranteetng 
complete  coverage  lof  the  (un  cost 

HMOs  require  subacnDer  m&rrbers, 
exoept  m  a  medical  emergency,  to  use 
tne  ftarvtoes  o(  <3e8»Qnat«>0  phyatoans, 
hospctetg  Of  other  medical  care  previa- 
er$.  CHPa  otters  vahationg  of  both 

Q.  What  1&  the  health  plan  benelli 
p*cka9«  otlmroc  Ihroooh  CHPAa? 

A.  Tne  CHPA  health  plans  inciixie 
-  coverage  lor  hoaprut  c&r»  ano  b^  a 
•pfovidws  office,  prevantlva  medical 
'end  /'eprodkiciive  cara,  care  such  as 
■  home  heatth  or  hoeptoa  prov*<J©<3  as  a 
'subatfiuift   for   fv>sprtal  care.   ouraCM* 
ImwJtcai  eqmpm«ot,  chenrvotnarApy/rad^ 
aiJon.  X^ravs.  iab  artd  diMru&uc  worV 
arxi  menia)  haatih  oara.  ttw  atandard 
.'  pJan  covers  pnasotptlon  drugs:  the  ba- 
^ic  plan  ooes  not. 
0.  What  about  an  Insunertoa  agenr? 
A.  You  will  r>9ed  en  Insurarvce  ageni  lo 
fissiai  you  ar^  yoor  ampioyees  in  enroll- 
,'  (no  in  tr>e  plans  you  aatect. 
C.  Do  I  hava  to  Join? 
A.  No,  Membwthip  in  a  CHPA  Is 
sinctiy  voluntary,  but  or\ly  members  can 
purchase  health-care  coverage  througn 
the  CHPAs. 
0,  Who  controls  the  CHPA? 
A.  Each  CHPA  Is  guKJeo  by  e  local 
!  17-member  board  of  directors  compns. 
mg  1 1  business  repra  sen  tail  ves.  three  , 
consumers,  and  three  government  rep- 
resentetives  who  rasporvd  to  neeos  ol 
•impiover  members 

Q.  What  about  ooverage  tor 
pra-exlatJng  medical  conditions? 

A.  Coverage  offered  to  smDU  groups  is 
"guarenteec  issue"  —  you  or  your 
Oeper»oeni6  oannoi  be  tumed  Oown  or 
dropped  becauae  ol  rrted)c«i  history  or 
curreni  ne^th  siatus  An  empioyoe  ex 
cove.'ec  oeperxJeni  may  t>e  6ub|eci  lo  a 
pre-austkng  corxJtion  waiUng  pvnoo  de- 
perxJing  on  wt>ether  me  peraon  had 
Ouai'fvmg  previous  coverage 

Q.  How  are  group  pfemlums  deter- 
mined? 

A.  The  law  aaya  thai  amaW-group  prod- 
LXns  may  base  rates  only  on  age.  aex. 
touniy  of  residence,  number  oi  lomfty 
Inembers  erxj  tobacco  use.  This  is 
known  as  motJided  community  reiino. 
MMicai  cor>dilions  or  number  o:  dainis 
bre  not  factors. 

0.  How  much  does  the  employer 
have  to  pay? 

A-  Nc  business  is  requ^rec  to  \oir\  a 
CH^A  Of  to  provide  health  caie  cover- 
age 10  emoioyees.  Employers  who 
ciSoose  to  do  so  wio  be  expected  unde' 


moet  health  plans  to  parHatpate  In  p«y- 
trtg  tne  post  of  emcATyee  otrverage  That 
coei  wV.  usii&ty  be  hart  of  the  loweat 
monthly  '■emf^oyee<fiIy"  plan  rale 
BvaUabte  to  employees  of  mat  buslr>aas. 

Q.  How  ottan  wtti  rates  otiar>ge? 

A.  Ortce  you  are  enrolled,  you  rete  vAti 
net  cnange  tor  a  year,  although  kxJivid* 
uai  pramii^  anxM^ts  may  change  be-, 
cause  of  "irts "  events  euc^  m  msmage. 
flivonae,  Nrm  ar>d  death. 

O.  What  h»ppen»  lo  my  ccvorage  tf  ( 
change  jobs? 

A-  If  the  employee  goes  lo  worV  fof 
another  business  tr\9t  purohsses  small- 
group  ooverage.  tt>e  r>ew  employee  may 
cnoose  one  of  the  plans  the  employer 
aeiecied  There  will  be  no  new 
pfe-ejtisling  waiting  perVx)  If  the  em- 
ployee aireaov  has  met  a  pre-ejiliong 
wertir^g  pehoo  under  the  prevvxji  po^cy 
and  appties  for  tr»  new  ooverage  wltniq 
30  days  alter  the  Otd  coverage  expiree. 

Q.  Do  all  dependents  hiv«  to  be 
covered? 

A.  Coverage  (s  avallabia  lor 

■  Employee  on^ 

■  Employee  and  wouse  .  ! 

■  EmpioyM  and  oependeni  chtWren 

■  Employee,  «pou»e  ar>d  dependant 
chfldren. 

H  tt  )mportanl  to  dedda  wt)0-^bi' 
covered  at  enroflmanl 

Q.  What  tf  an  ampfoyae  Kmi  doM  net 
warn  health-flare  ooveraoa? 

A.  A  person  who  to  eflglbie  for  oowr^ 
aoe,  has  no  other  covereM  ar>d  tinwty 
Ooes  not  want  coverage  through  CHPA 
can  oecflns.  If  the  employee  does  not 
enn^i.  then  the  empioyea's  deper^denu 
carwxJi  enroft  etther . 

Q.  I  hsv*  offk:««  artd  •mpfoireet  In 
two  other  cities  In  Florida.  Do  I  nave  to 
join  rwo  othef  CHPAs  H  I  want  tp 
Insure  thern? 

A.  No  The  empioyeT  becomes  a  meftv 
ber  m  ths  CHPA  dismci  wt>er»  the 
buslrtess  is  located.  It  an  employer  haa 
employees  who  Ws  outside  Rortda, 
ttx»e  employees  also  are  euglble  for 
coverage.  ( 

Q.  Wtit  I  be  aMe  to  keep  my  preeent 
doctor? 

A.  A  number  of  cfiffereni  plans  win  be 
ottered  wjtnin  the  CHPA.  If  you  choose 
an  Indemniiy  plan,  you  may  select  any 
physician  If  you  us«  a  managed  oars 
plan  (PPO,  EPO  or  HMO),  yoo  must 
eeleci  s  physidsn  within  that  plan's 
network  to  provide  healtn-cara  eerv>oei. 
You  may  want  to  asu  you  doctor  which 
plane  h«  Of  sne  beongs  to  ar>d  siso 
cftecK  tne  provider  hstings  o!  the  pians 
before  you  make  s  seiecuon. 

O  Will  dtfterem  type  pUns  oo*t  the' 
same  or  win  the  premium  be  the  same 
for  all  plsns? 

A-  PremwmB  vary  by  canier  ai  we«  ai 
by  the  type  of  plan  (standard  or  besle). 
plan  afT&ngemeni,  deductible  aeleoteO 
aTKJ  whether  indMdual  or  tamiry  ©over- 
ege  You  win  receirt  lummartes  of  each 
earner  s  plan  atortowiih  rale  informaiioo 
Bpecjiic  to  your  business  to  help  you 
make  informed  deoisioris  on  which  plans 
to  Oder  emoioyaas. 

0.  Can  I  Cheng*  my  health  pUn  once 
I  loin  the  CHPA? 

A.  Yes  You  wUhaveanoppoitunhy  to 
change  your  health  plans  arv>ualfy  (5ur- 
ing  an  open  enrollment  pertod. 
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insurance  alliance:  pain  or  gain' 

CHPA  aims  to  help  small  businesses  afford  health  care,  but  some  perplexed 


■.ev.s-Pfcsi  sisi* 


MiOt 


Lihc  many  smill  bws^isis-:. 
Skinny  Sr.acks  ts  baitlinf  tc 
irim  ris  heili-'^  iniurince  c:-;'.; 
The  mtktr  of  lewJji  corn 
chips  on  MeiroPari<-'Vjy  Fof 
'■'.vtr:   fo'^if-cicc  v  -i'  ai. 

7.s-rancc  cosis  io:  ii:  e.gn:  v-orKU^ 
:ve-  sc. :!  payj  S  '25  pef  emptuvf ; 
,tf  moiiih  T.'.i:  addi  iimcs:  J  :  h* 
•:;.rir  labc:  cos*;    fjfurt*  rrfliCt  , 

hull   w3i  tjft.-  ■■  fti  pj'jiti  ficr 
-i  o'  FtonC/  >  nr-  Cc.T'.:T.wn:r 
■i«iir\  Purchasing  Ajlianrti 
Zri?AS.  wri.cn  art:  i-^-iiic  lo  rr.il.'. 
-s^i-n:t  mari  aMorOiO:;  IC"  s.r... 
.sinesses 

Tne  objcciive  is  lo  pooi  if.e  tuymj: 
:ttf  of  companies  ^» ;ir.  SO  or  (fw  c 
-ip^ovffS  anc  \r.t  J«l(-er*pipytf3  ir 
^ :  O:srour,t$.  ini  ■-innzieiy  liie.t 
-■r  employe-'j  ctiib.r  t2\t:'t;,K:  Ic- 
-tif  workers  riorjdz  hii  1:  2  Tr.i)iic:; 
■i'.nsurtd  people,  fcnd  &9  prrceni  c' 
'.rT.  2re  in  household*  wr.rr« 
^mcsnc  wo:u 

Tne  CHPA5  aJic  are  s-ppoieJ  lu 
iOuce  paperw-o.'K  for  business 
-ners  «nd  mtke  companjoris  easier 
•  o'tenn^  unifonr.  pUni 
hci  afier  meeting  wnn  her  2|ep.. 
:  jir.  r.aC  more  queswoni  man 
".J  wen. 

Scrie  con^par.is:  varied  rua  by 
zt.  oifiers  cit:  nij:  Sonr  were 
-2r.ipe5  Cire  plzr.!:  ■a"i;K  bn-.uec 
■:v;r=f  ntrwcrr^.  9;hrr>  c^er=£ 
rr-  ;.-to>ce 

'v.*::i:  ]  found  w-4»  ir,^  rties  i;e  a':i 
::v:    '.lie  &Defc  iron  S5- ic  5j^,  i 
rr.::  '  s2ic  huln  wno  p;ar:;  ;o  c>. 
-.:r  sti:cy:n(;  *.  oor. :  r.r.cv.  c.-iiufr 
;rj-.  H!f  rjit:  v-:  ir  r.iar.*  sr 


ger.:  flec^s:- 


;T.a;!  ous;ness  owner!  aic 
-ir:ic;ir.g  lo  lesrr  wht:he:  CHPA.- 
:no-r.cei  *cr.,pDE;  "  wi:  jzvc  :r.r~- 
...T .  o:  cnscle  tntn.  lo  i.-\ 
;_T*nce  tonne  .'irs:  i::r.e   'JnljKe 
:  pjr:hasir.£  aljur.ces  ir  Jres.ier/ 

r-or,  s  htal:h  propost!.  riCndas 
•.-'■/J  ire  vc!un:ar>' 

iserwofK  T7.JI*  ^f  Iirrd  f- 

:r.r;:2y  :cr  '.nt  \.rz:  ;:f  w,.?  -• 

'•t'   wnic-  sitr  .'cK  ; 

jwt."  :i;e:  ;r.r,.jf:.  ;r..  Crrr. 
i-t  irtr  lowe.-  ojisice  ln(  C.K-"-. 
■  ve:-  Bdvic;  snr;  a'O-n; 
"*  rionCi  /■^•ncy  Jor  Hti.'.r.  C«rt 
—  ^iiSiraf.or.  nit:r.:£p-i  C-..-.-Kj 
'■■  s^\^nE^  averif  inj  20  ;-errtr.:  ;c 
;e'ccr.;   an;  as  hifn  as  <Z  jtrctT.' 
.  ■.T.ir.'r.  rtios;  c_-5:r.eS5  z-tDr.t  au 
-.:  lifind  CHPai:  i  :.»*-::  iti 
■.-tn-..'  spokci.T.an  Ec  Tc-wcyst.i 

See  CHPA/ 2D 


CHPAs  —  COMfVIUNITY  HEALTH  PURCHASING  'ALLIANCESl:;^ 

The  system 


Timeline 

AptJI1B93: 

fionCe  passes  neeiin  reio'T   cieeitn^ 
i:  vo:\in:2y  r.or.^-oli:  ai"ari:t5  tr 
ptti  tne  pufcnss^-i;  powe-  c"  smav 
DjL-riesses  anc  sei -eTiptoyec  pecp-e 

Seplembe'  M52 

S:aie  c";  rats  eppm:  *.7-ib~dc'  t-Oo'c 
;{;  (un  '.ne  C';s;:ic:  c  Cm^a  wn^c  coveis 
Coll  0-.  Cr.a'tc:;t.  ^ee.  Giaoos  DeSioic 
rieno>y  enc  Sarj^soia  coi/ni<e: 

Janyar)!  Mii 

CHPA  6  fcCifve  C'Ca  Nof  *>cai:''  ca't 

C'0.:oc'i  ai:;  I'l&^-ance  comra'-ioi  e-l; 

f^.afcr  TSii 

C-P>  c  ■•..ff:  C-,'-.  £,  feiaisi'ee:  id 

£STifi,5io-  inc  rr.cfue-,  :nc-  r.e=  :•■  :i2ni. 

f-  iCA  Dus;r,5sses  s;jt  uc  lar 
co.ictes  in=:  wiii  siei  jjr.e  ' 

JuneiSW 

Co'";2j'.e:  ;t:  :ft  :  s.';:e.T.  goe;  o-".it 
s:;ovvinc  »•  :£SD;e£:  ?&r.t;(;.bi'or,    f/a", 
policies  B'c  oxpeciec  i:  lattt  e^vz:  Jul,  * 


The  small  business  owner: 


■  Call  T-800-fiMY-CHPA 
Th*  lOii-Jfee  nie  is  lur  oy  Dun 
&  Bracsifee;  Ooeraics  er-.swe' 
Queshons   ?fo\oe  'pierrais  ic 
insurance  agenis  ano  seno  oui 
neaitr.  plan  surrtrnanes.  rate 
cards  and  CHPAaDo!caitons. 


m 


B  Go  to  an  Inaurance  apeni 
insurarcf  ape:  D'o^toe; 
OJOlfes  fane  coT.Dteiei 
en.'oi"ne*i;  io'n.  \o:  ine  Ch=a 
anc  ine  msufanct  pian^ 


AUDIM^Naws-PfaEt 
CHPA  TALt 
Diane  Hoih, 
left,  preside' 
ol  Sktnr.y 
SnaCK* 

listens  ic 

Tr.sK 

oar.en:;5Ch. 
presioeni  c" 
For:  f/ye:s 
Insurance 
anc  ?inan:;;e 
Ser\'ices,  anc 
Scon 

RoDertsor.  o 
Ihe  Umbrella 
Grou:;  0' 

r\OUZc 

e/.oiij;-  l!^e 
Cr-  =  - 

pia-; 


HOM 


worKfc.  Tha  small  buslnets: 

•  Pevs  S25  '.0  /Oin  Oisuo  6  CH^A .  plus  S6  pe- 
nonin  pe?  enrcKefe 

•  Chooses  a'  leas:  :wc  t'sn*  Ic  orrr-iovees  — 
nree  -  rnofc- tia*-.  30  wo''-e's   P.=  -;  me 
siarSafczeo  'c:  comoafiscn 

•  neceives  Dti  I'cm  Dj-  &  Braosuee:  Any  c.aims 
go  in.'oyj'^  me  insurance  apen: 


Jte  Cn:»  Nt*:  PiMiLici 


OavmD.wD  G*SCDn  ' 


FT.  MYERS  NEWS-PRESS  -  6/12/94 
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BUSINESS 


CHPA:  Health  plan  targets  costs  of  care 


From  Pape  ID 


Somea(;enLSftrer.':sosi;rc 

"Idor.'ilMnk  anyone  Jusiouirlghi 
should  assume  because  li  ccmcs 
IromiheCHPAlfiBgooCdeai,"  witf 
Davicf  Sprlngfr.o»ne'orFlorioc 
Aecocy  Service.  whlcn<!lsu'il*ut« 
Insurance  product:  (o  agenU. 

"  In /aci.  consumers  can  reap  (he 
bcncli'jof  Florlde  s  ]P£3htai:r 
reforin  legislation  wfteiher  they  )oin 
aCHPAornot  Tnelawguaraniees 
access  locoverege  for  small  gi't'tps 
.    Some  Vey  changes 
.  ■  Insurerr  can  set  rales  usirg 
onlythc  following  crlierie:  age.  f  ex, 
county  o(  reiildencc.  (emlly  Eire  ftn<j 
tobacco  u«ge 

'  B  People  ft  l:h  prt-txisiing 
ConOUIonscai.no:  be  Ceniec 
coveroge  or  made  lo  pe  y  more 
However.  Ihey  may  have  10  wa:i  17 
or  24  months  for  coverage  1!  ihey 
were  001  Insured  durlr^  the  previous 
ycar.PeopIewHhpre-exisilng 
contfiuons  no  longer  losf  coverage 
when  Ihey  chansejobs 

'■  Workerslntpeclficlnduslners 
cannot  be  denied  coverage  or 
Cbarged  more.  On-slie  construction 
workers, pest  control  workers  ane 
race  car  drivers  use^  to  be  more 
expensive  lo  Insure.  No  looger. 

These  are  impcnant strides. 
Before  January.  Skinny  Snacks 
couldn't  ge:  Insurance  for  one 
workerwiibe  back  condition  on(i  for 
ine  premature  child  of  another. 

The  company  gave  those  workers 
ihe  money  thst  would  hive  gont  '.c 
inelr  Insurance.  "WeaodcdJ!:  J  ic 
payroll  and  (hey  did  what  tbcyc&ulo 
do.puiUinthebenkioc^veriheir 
medic&!biasc>rtriediclir.dapc>llcy 
on  their  own,"  Hum  said 

Underthe  new  law.  every  worker 
Is  Insured,  and  at  a  reasonable  rate. 
Huihsald 

Access  is  one  pb  n  or  the 
Insurance  problem  CH  PAS  targe! 
another  barrier:  cos: 

Wnen  paHents  oi  e  uninsured  bi.c 
can't  pay.  docio-s  and  hospitals  pas* 
onlbecos'Jlhenlnsurencera:« 
Increase,  witn  ncre  Insured  people, 
ttic  cost  o:  care  ucuifl  bt  spread 
r)oreevtni>  Tr.e  total  cost  shouJC 
dipbecause  more  pcop:?  cculc  gf 
prcven:e;i\ e er.o esri> : -eatmeni 

Some  agents  predict  CHPas  win 
mesibenefitgroujsof  jessthan  IC. 
wr.!cnpayi.*)er;ighesirBfesbectL-se 
(hfv  are  reialtveiy  risky  end  costly  10 
admir.isireie. 

Agent  Rclna.^cMagersaid  the 
CHPAoMers  deals  on  lo»<os'.. 
ca;astrophic-(ype  coverage  She  said 
sone  perlerrec  provice- 
organizadons.  or  PPOs.  in  me  CHPa 
■re 'exiremely unoerprlced  " 

For  example.  Schiager  said,  a 


husband  one  wife  In  ineir  early  40s 
found  t  preferred  provider 
organization  (PPO)  wuh  a  S2S0 
deductible  for  J226a  monlh,  Their 
current  plan  costs  the  same  but  has  a 
!2,500deduc:ibie. 

Busincfts  complaints 

Bui  some  small  businesses  are 
no:  pica<e;  withihc  limiitC 
coverage  oMercC  through  tne  CHPA 
"If  Ihey're  looking  for  dental, 
supplemenisl  medical.  Illc 
Insurance  —  which  Mill  pick  up  the 
price —  right  now  you  have  logo 
outside  the  CHPA.'"  Sc.Mager  said. 

Rates  could  change  in  e  year, 
after  companiesBdJust  prices 
BCCoriif^giC'iheir  volume  of 
business  through  CHPas 

The  Dlslrlc:8C.".PA.  Which 
coversSoulhwes:  Florida,  reponed 
T.OOOphonccftllsreques'.Ing 
informollon.bul  officials  said  there 
is  .-Dcounto' the  policies  sold 

It  wllUake  months  or  years  to 
judge  whether  CH  Pas  are  worthy  of 
national  emulation,  or  wasteful 
bureaucracy. 

SomeagcnisalreadycredltCKPAS 
with  slowing  rate  Increases  and 
educating  consumers  Cnucs  point  out 
thai  eacii  of  (hell  CHPas  Has  two 
lftyers:an-meinber  appointed  board 
ond  a  company  lo  admlnlstmie  the 
plans  Each  receivesr:75,0(>0a  year 
Iromthestate. 

Bob  Whiiiock,  president  of 
Southwest  Florida  Insurance 
.^Siocia'.es.  calls  CHPAs'a 
bjreaucrei'cr.ighimare'  subsidized 
ny  Florida  taxpayers 

Ani  Springersali  ihestate  is 
"trying  10 solve  an  insoluBble 
problem."  since  smel!  businesses 
can  never  acnieve  the  economies  of 
:cale  that  larg-  ouslnesses  nave 

Towey  said  there's  "no stale 
t-ore2cr»c>'  in  tftls"  since  board.",  are 
coTipnseO  of  bus-nss  people. 
coriTjrirtrsanC  rjie  worke- 
repre«niauve5.  He  stld  CHPAs  are 
madelobeseW-sustaininglntvt'oyear^ 

The  District  SCHPAprcdlcisa 
slow  ii^n  ar.d  repio  expansion  It  will 
cor.cycur-.arkerng  campaign  laie: 
tr.rsyear  and  bigi.nio  rale  heaiir. 
p'inso-"  G  Jb'i;; 

Many  small  b;;5!ncss  ew-nerf 
coniacied  by  tnt  -Ncwj. Press stii: 
hfdr.'ihearflo.'eCHPA.burwere 
eager tolearn  OncwuAibertt 
Halyard,  owner  0.' Miss  Bs  Salon  of 
Beauty  on  Tnorr.asS'.ree'L.  She  spends 
a  fo'jrth  of  her  monthly  Income  — 
3XE  —  0.1  Insurance 

Years  ego  Heiyarc  had  no 
ir.^o ranee. ar.d  a  r.ospilal  refused  to 
irea:  her  lor  galisior.es  until  she  wes 
declared  eligible  for  Medicaid,  the 
federal-siaie  program  for  (he  poor. 


Now56,shedoesn'(  wentiogc- 
throLEh  the  ordeal  0.'  being 
uninsured  everagaln. 


"I  have  to  cut  back  on  gTOCcr>-  bll 
and  eveoihing else,  but  you  have  lo 
have  health  Insurance, "she  said. 
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Health 
alliances 
to  inch 
forward 

Individuals  and  small 
businesses  can  stan 
playing  the  group- 
insurance  game 
Monday,  but  all  the 
cards  aren't  on  the 
table  yet. 

B>'Jeaiuiie  Kevcr 

heoional  REPO«Te« 

Flonda's  health-care  reforms  are 
supposed  to  become  a  reality  on 
Monday,  but  the  people  m  charge 
will  forgive  you  if  you're  not  first  in 
line. 

In  fact,  they  might  appreciate  it. 

"It's  going  to  take  us  a  while  to 
get  in/ormation  out  to  people."  said 
Sharon  Rubrigbt,  an  adnunistraDve 
assistant  for  the  insurance-purchas- 
ing alliance  whose  jurisdiction  in- 
cludes Manatee  County.  "We  don't 
want  to  have  a  massive  enroliment 
nght  up  front." 

The  alliance,  officially  known  as 
the  Region  6  Community  Health 
Purchasing  Alliance,  is  one  of  11  or- 
ganizations set  up  across  the  state 
to  help  small  businesses  buy  health 
insurance. 

Insurance  companies  have  sub- 
mitted bids  to  sell  pobcies  to  mem- 
bers of  the  alliances.  But  compari- 
son sheets  allowing  business 
owners  to  see  what  policies  are 
aN-aiiable  —  and  how  much  they  wiU 
cost  —  aren't  a\'aiLable  veL 

Because  o.'  that,  the  alhance  that 
covers  Sarasota.  Charlone  and  De- 
Soto  counties  deaded  to  put  enroll- 
ment on  hold. 

"People  will  not  remember  that 
you  were  a  week  If  te.  but  tbe>^|]  re-  • 
member  if  the  prcfcess  does  not  go 
smoothly,"  said  Alan  Penn.  the  di- 
rector of  the  Region  8  alliance.  "I 
would  rather  be  late  and  get  it 
right." 

He  said  he  expects  to  begin  en- 
rollment about  May  10. 

The  Region  6  alliance  will  begin 
contacting  potential  members  and 
sending  out  enrollment  forms  on 


For  more  information 

■  Community  H«attn  Purchas- 
ing Mliancs.  Disma  6.  serving 
Manatee.  Hillsborough,  Hardee, 
Highlands  and  Polk  counties.  1  - 
813-689-8646. 

■  Communrty  Healtri  Purchas- 
ing Alliance.  Distnci  8.  serving 
Sarasota.  Chartotte.  Collier,  De- 
Soto.  Glades.  Hendry  and  Lee 
counties  1-eoO-GET-CHPAor  1- 
813-63<>66M. 


.Monday,  said  Director  Cynthia 
Sampson. 

Each  alliance,  or  CHPA  (a  term 
that  bureaucrats  pronounce 
'chippa  "),  will  proceed  at  its  own 
pace,  said  Ed  Towey,  a  spokesman 
for  the  state  Agency  for  Health  Care 
AdministraDon. 

"On  May  2,  the  CHPAs  »-il]  be  do 
mg  shakedown  cruises,  signing  up 
people  who  have  expressed  inter- 
est, moving  slowly  so  they  can  get 
the  bugs  out,"  he  said. 

Bids  from  insurance  companies 
were  opened  in  February,  and  the 
state  has  completed  a  major  task: 
cenitying  that  the  companies  can 
deliver  the  promiseo  services  for 
the  proposed  rates.  And  Tom  Foley, 

an  actuary  with  the  state  Depart- 
ment of  Insurance,  said  premiums 
offered  through  the  alliances  will  be 
about  10  percent  below  1993  aver- 
age market  rates. 

Monday  is  the  state-set  deadhne 
for  the  alliances  to  begm  operations, 
but  there  are  no  sanctions  for  alli- 
ances that  take  it  more  slowly.  And 
nothing  will  kick  into  high  gear  at 
least  until  nud-May,  when  all  of  the 
comparison  sheets  should  be  ready. 

Work  on  the  sheets  is  underway. 
When  they  are  ready  for  distribuQon 
to  prospective  members,  the  alli- 
ances expect  to  begin  marketing  in 
earnest 

Self-employed  people  and  busi- 
nesses with  50  or  fewer  employees 
will  be  able  to  buy  the  insurance. 
The  actual  purchase  must  be  han- 
dled by  an  insurance  agent, 
however. 

And  agents  haven't  seen  the  poli- 
ces, either. 

Penn  plans  rwo  traiiung  sessions 
for  msurance  agents  ui  Punta  Gorda 
on  May  10.  Another  training  session 
will  be  held  m  Tampa  on  May  12,  and 

others  are  scheduled  around  the 
state. 

The  policies  wiD  be  available  only 
10  alliance  members. 

The  Region  6  alhance  has  set  its 
annua]  membership  fee  at  S25.  Em- 
plovers  will  also  t>e  charged  SI  per 
month  for  each  employee  who  signs 
up  for  health  insurance,  Rubnght 
said. 

Businesses  with  more  than  50 
employees  can  pay  SlOO  a  year  to 
receive  information  about  the  vari- 
ous msurance  plans,  perhaps  gain- 
ing leverage  to  renegotiate  their 
own  health-care  coverage. 

The  Region  8  alliance  also  set  a 
$25  annual  fee  for  small  busmesses. 
Its  monthly  charge  will  be  S3  per 
employee. 


SARASOTA  HERALD-TRIBUNE  /  SATURDAY.  APRIL  30.  1994 


Associate  memberships  for  larger 
businesses  in  Region  8,  which 
stretches  from  Sarasota  County  to 
Colber  County,  will  be  offered  on  a 
sliding  scale:  $100,  $300  and  $500. 
Businesses  that  pay  more  will  be 
mentioned  more  often  in  the  alli- 
ance newsletter. 

Membership  and  enrollment  fees 
are  intended  to  help  the  alliances 
become  self-susiaining.  They  will 

receive  $275,000  a  year  from  the 
state  for  the  first  rwo  years. 

Monday's  deadline  for  beginning 
CTiroUment  is  only  the  latest  to  be 
pushed  back  since  the  alliances 
were  aeated  under  Florida's  land- 
mark health-care  reforms  approved 
m  April  1993, 

But  Penn  said  the  delay  was 
predictable. 

"There  are  just  a  lot  of  things  to 
do,"  he  said.  "It's  nobody's  faulL" 

Officials  in  both  Region  6  and  Re- 
gion 8  say  they  have  heard  from 
about  300  busmesses  mterested  m 
jouung. 

"We're  so  close,  I  can  smell  it," 
Penn  said.  "And  it  smells  sweeL" 
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CHPA  seminar 
draws  a  crowd 

By  MICHEL£  CMANDL£R  \ 

H«raic)  Bu>in«si  Wnier 

A  slanding-room  only  crowd  of  more 
than  400  insurance  agents,  htallh<arc 
firms  and  small  business  owners  came  lo 
the  first  public  seminar  on  the  Commu- 
nity Health  Purchasing  Alliance  of  Darie 
and  Monroe  counties,  seeking  afforda- 
bly-priced  health  insurance  for  small 
businesses. 

State  executives  and  alliance  officials 
told  the  group  that  the  novel  brand  of 
competilion  in  Florida's  health  insut. 
ance  industry  that  these  new  purchasing 
alliances  would  usher  in  would  translate 
into  lower  insurance  premiums. 

Three  out  of  cvcr>'  four  insurance 
companies  agreed  to  sell  the  same  insur- 
ance plan  more  cheaply  through  the 
CHPA  than  on  the  open  market,  said 
Susan  Pinnas,  executive  director  of  ihc 
Dade/Monroe  CHPA.  The  average  sav. 
ings  was  15  percent  if  bought  through 
the  CHP.A,  Pinnas  said. 

The  alliances  soy  they  snared  volume 
discounts  on  health-care  costs  by  bang- 
ing together  thousands  of  workers  from 
"mall  firms.  By  pooling  their  resources 
.nio  a  single,  more  powerful  buyer,  the 
CHPAs  would  command  more  baijain- 
ing  clout  with  health  insurance  (irms 
and  negotiate  lower  rates.  Monday  is  the 
first  day  insurance  agents  call  sell  the 
CHPA  plans 

Douglas  Cook,  director  of  the  Flonda 
Agency  for  Health  Care  Administration, 
said  the  compciition  .spurred  by  the 
CHPAs  has  alre.idy  contnbuied  lo  lower 
health  insurance  premium  costs  since 
ihe  beginning  of  the  year. 


CHPA  seminar 
draws  a  crowd 


CHPAS,  FROM  IC 

., ,,  time  one 

oi  these  companies  isn  i  gelling  anv  business"""  said 
Tom  Gallagher,  commissioner  'of  the  Florida 
Dcpannieni  of  Insurance.  •ThcvVc  eoing  ip  file  a 
lower  rntc.  The;  re  going  lo  have  to  rtpurc  out  how 
10  cut  their  costs. 

According  10  state  insurance  depanment,  infor- 
mation Gallagher  provided,  a  standard  individual 
insurance  plan  with  a  S250  deductible  sold  by  Cen- 
tennial would  cost  S332.28  per  month  if  told 
through  the  CHPA.  compared  with  a  $378.18  for 
the  same  premium  if  sold  independently.  A  Princi- 
pal Mutual  insurance  plan  —  again  with  a  $250 
deductible  —  J289.04  inside  the  CHPA.  compared 
with  S309.63  if  sold  on  the  open  insurance  market. 


T\ ;  tkm'i  KK.r«^oiL    "YVs*^  ^S 


PLEASE  SEE  CHPAS.  3C 
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THE  STATE 


Chiles  kicks 
up  his  heels 
at  kickoff 


■  The  governor  celebrates  the  start 
of  his  health  care  reform  and 
encourages  small  companies  to  pool 
together  to  buy  health  insurance. 

By  EDDIE  OOMINQUEZ 

.At50CmieaPfT»B    

MIAMI  —  With  iniid  music  and  a  little  dar.c- 
inK  Tuesday.  G;iv.  L.nvion  Chiles  launched  a 
health  insurance  f)urch;isjng  pool. 

Encouraging  small  companies  to  buy  their 
■^calth  insurance  tlirouRh  a  Community  Health 
urchasmp  Alliance,  Chiies  wore  a  train  engi- 
neer's hat  and  called  iyr  evervone  to  iump  on 
bnnrd  the  "CHP./i  Expre.ss." 

Repubhrnns  helpjd  pass  ?.  iy9?.  law  iorinir.g 
1 )  alliancii  thioughoui  the  state.  bi;t  they've 
balked  at  the  governor's  latest  proposal:  subsidu- 
inE  private  ir.sur-'.nc*  for  people  who  make  up  to 
j;S,40C.  or  2v;  times  the  prwerty  level. 

KcputiiraT:s  charge  Chiles  would  raiiroiid  tlie 
slsie  mtc  t.'ie  large.>;t  entitlement  program  ui 
Fioridn's  history. 

Ignnring  ::riticiini.  Chiles  w.is  ii;  town  to  have 
a  good  t::ne  and  celebrate  the  unpleinentation  of 
his  1993  heaith  care  re.'orr.".  prop.'ara.  The  in.sur- 
.ince  pools  brgaii  oi'ienng  coverage  statewide 
Niay  2. 

The  state  program  created  H  districts  in 
which  employer;  rr:n  buy  health  insurance 
Mirough  the  rtsior.ai  aliiances.  The  idea  is  to  pool 
.^mal!  businesses  so  they  ran  buy  insurance  at  the 
."iame  prices  it  large  companies. 

In  a  Chnioniike  health  care  show,  Chiles 
laraded  people  on  stage  as  living  examples  of 
companies  using  the  alliances  to  save  money. 

Fredric  Ho;':;nan  said  hi.s  lO-bwj'er  firm  was 
iced  with   styrocketing   insurance  cost.^.   The 
mi's  monthly  bill  went  fnir.i  $700  several  years 
ago  to  more  than  $9,000. 

"We  had  to  elimuiaie  raises  and  eliniuiate 

■lie,"  Hofiiv.in  said.  adJmg  that  savinE>  from 

I'inn's   participation    m    the   alliance   would 

provide  relic:  "ror  the  first  tune,  we're  going  tc 

'ue  able  to  offer  our  employees  more  choice  for 

ss  of  a  price.'.' 

i  »' 


Gov.  Lawton  Chiles  dances  the  merenguB  with  a  Community  Health 
Purchasing  Alliance  supporter  Tuesday  in  Coral  Gables. 
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Couple  help 
pioneer  Fla. 
alliances 

Governor  urges  firms 
10  join  'CHPA  Express' 

By  GLENN  SINGER 

Stan  wnt«r 

Joyce  and  Kent  Albu  became  pio- 
neers this  week  in  Florida's  health 
care  reform  movement. 

The  young  Delray  Beach  couple, 
who  run  a  carpet  design  and  installa- 
tion business,  were  the  first  people  id 
Palm  Beach  County  to  buy  medic»tiO" 
surance  through  one  of  the  state3rll 
fledgling  Community  Health  Pun^^ 
ing  Alliances,  called  CHPAs  for  sWrt 

■'I  called  a  lot  of  companies.  anJjM 
prices  they  wanted  outside  oCtte 
CHPA  were  outrageous.  We  nj*tc 
could  have  afforded  the  rates,"  i^i 
Albu  said.  Ijlj ! 

"Besides,"  she  said,  "the  insura^ 
companies  wanted  us  to  have  at.^^^ 
$35,000  income  to  write  a  polic^^lji 
husband  is  just  surting  out.  We  tfi&J 
make  that  much  money  last  yearC^  Cf 

Inside  the  alliance,  though,  the  Ml* 
pie  has  no  minimum  income  requi:^' 
ment,  and  they  will  pay  J186.38-^- 
month  for  coverage  through  Bli^ 
Cross-Blue  Shield's  Health  Optioite. 
That  rate  is  one  of  the  lowest  among  jt 
companies  that  offer  standard  HM^ 
coverage  in  Palm  Beach  County.      -J 

The  goal  of  the  alliances  is  to  pA^ 
vide  low-cost,  quality  health  care  I» 
the  estimated  2."  million  Flondiapt 
who  are  self-employed  or  work  f«t 
firms  that  employ  5  0  or  fewe^ 
employees  ',•- 

In  Region  10.  which  covers  Browapt 
County,  an  estimated  40,000  small  tmT 
smesses  employ  201.000  people.,-Tie; 
Community  Health  Purchasmg  -S^Ui- 
ance  provides  rates  lor  51  health  jrCa^ 
offered  by  34  companies  •  I 

In  Region  9,  which  covers  falkj; 
Beach  County  and  tour  counties  to  lie 
north  and  west,  an  estimated  37,2J(J 

PLEASE  SEE  CHPA  /8D  -  ! 
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Gov.  Chiles  urges 
businesses  to  use 
the  new  alliances 

small  busin- 
esses employ  205.000  people  The 
purchasing  alliance  provides 
rates  for  45  health  plans  offered 
bv  36  companies, 
'in  Palm  Beach  County,  for  ex- 
ample, insurance  agents  can  of- 
ler  45  plans  health  maintenance 
organizations,  preferred  provider 
organizations  and  indemnity 
coverage. 

Encouraging  small  companies 
10  buy  their  health  insurance 
through  a  purchasing  alliance. 
Gov  Lawton  Chiles  wore  a  train 
engineer's  hat  in  Miami  on  Tues- 
day morning  and  called  for  ev- 
eryone to  jump  on  board  the 
"CHPA  Express."  He  later  en- 
rolled an  alliance  member  in 
TitusviUe, 

"We  are  now  going  to  buy 
health  care  the  way  we  buy  every 
other  product,  for  the  best  value 
at  the  lowest  price."  Chiles  said. 
Some  of  the  alliances  started  to 
enroll  members  as  early  as  May 
2. 

Florida  is  one  of  several  states 
experimenting  with  managed 
competition,  the  heart  of  Presi- 
dent Clinton's  proposal  for  na- 
tional health  care  reform,  Repub- 
Ucan  leaders  charge,  however 
that  Chiles  is  railroading  the 
state  into  the  largest  entitlement 
program  in  Florida's  history 

Insurance  agents  are  carefully 
watching  evolution  of  the  pro- 
gram, studying  the  rates  to  see 
whether  companies  do  offer  bet- 
ter prices  within  the  alliances 

"CHPAs  definitely  have  a 
place  for  owners  of  small  busi- 
ness who  are  just  starting  out." 
saio  insurance  agent  Gary  Dona- 
hue of  Delray  Beach,  who  sold 
Joyce  and  Kent  Albu  their  policy. 
"In  time,  if  rates  become  more 
and  more  competitive,  the  idea 
could  work  for  manv  more 
people,"  ■ 


For  more  mlormalion  about 
the  purchasing  alliances,  and  to 
determine  if  a  business  or  self- 
employed  person  qualifies  for 
coverage,  call  587-7106  in 
Broward  County  or  1-800-469- 
247:  in  Palm  Be'acb  Countv 


Wfiam 


^-  LAUD,  sun 
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Alliance 
I  insures  first 
members 


By  STEPHANIE  L.  JACKSON 

Palm  Beacn  Post  Staff  Wnter 

DELRAV  BEACH  —  A  seif- 
empioyec  man  wno  has  never  had 
health  insurance  and  hasn't  seen  a 
doctor  in  six  years  was  enroUed 
Tuesday  unth  his  wnie  as  the  first 
members  of  the  locaJ  Communir,' 
Health  Purchasing  Alliance. 

Kent  Albu.  a  28-year-old  car- 
pe:  installer  and  rug-designer,  and 
his  v,nie.  Joyce,  29.  filled  out  pa- 
pers last  week  so  they  could  re- 
ceive coverage  m  June. 

"We're  pretty  relieved,"  Joyce 
.AJbu  said.  "We're  both  going  to  go 
in  for  checkups  immediately,  get 
our  cholesterol  checked  and  make 
sure  v.'e're  healthy  and  sound." 

The  Delray  Beach  couple 
signed  up  for  a  standard  benefits 
package  under  Health  Options,  the 
HMO  offered  by  Blue  Cross^Blue 
Shield.  Coverage  will  cost  S186.38 
a  month.  .Another  HMO  costs 
slightly  less,  but  the  AJbus  prefer 
the  doctors  and  hospitals  available 
through  Health  Options. 

The  aJhance's  onenngs  cost  far 
less  than  earlier  quotes  of  up  to 
S500  on  the  outside.  Joyce  .AJbu 
said.  "If  we  did  not  have  the 
CHPA.  we  coujc  not  ai'ord  insur- 
ance." she  said. 

Her  husband  has  been  denied 
coverage  because  he  had  a  one- 
man  business  or  wasn't  making 
enough  money,  she  said.  Tney 
learned  about  the  alliance  from 
their  insurance  agent,  Gar\-  Dona- 
hue, who  attended  a  CHP.A  train- 
ir:,r  session  las',  week. 

The  alliance  lor  Palm  Beach 
Counn  and  tne  Treasure  Coast  is 
one  of  ii  esiabiishec  last  year 
under  state  healin-care  reionr.  to 
pool  insurance  buyers  and  lower 
costs  Businesses  wtl":  one  to  5C 
employees  are  eligible.  Iniorma- 
tior.  is  available  by  calling  i-SOO- 
4M'^'-CHP.A  during  business 
hours. 
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Ponsacoia  News  JouTial 


Saluraay.  May  21.  199* 
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S'.eve  MawyerNews  jcju'"ia: 
Gov.  Lawnon  Chiles  speaks  Friday  al  a  Pensacola  business  fomm  to 
help  small  busincsset  enroll  in  ihc  f  cnsncoiu  Area  Communliy 
HeaJlh  rurchasiiig  Alliance. 


Purchasing 
alliance  gets  : 
first  business 

The  first  small  ^usinMs  to  buy 
insurance  through  the  Pensacola- 
area  purchasing  allianoe  did  so 
Friday. 

James  L*«  ■and  Associatee,  ah 

injurance  company,  bought  a 
plan  for  thrtt«  tmploy*««  «ad  wi|l 
pay  5411  monthly  ln»te»'d«H70p 
monthly,  according  to  Gov.  Law- 
ton  Phllee'  prbBi  ofTioe.    .    ,.;      j 

ChTlec  w«i  Anions  tboae  on  ^and 
Friday  at  a  biiaineai  foniip  ip 
Peotacole  to  help  i«I!  small  bu8>- 
n«^sat  how  to  enroll  in  the  Pftnaa- 
cda  Area  CotDcnUnlty  Health 
Purcb««lnc  Alliajjca,  one  of  IJ 
»ia:ev.ide. 

The  aliiancet  t>c>ol  the  purchas- 
ing power  of  aelf-employed  indi- 
viduaJE  and  amall  buiinesset.    ' 

The  health  alliances  were 
formed  at  part  o.''  health  car-e 
reform  Chiles  supported  lact  year. 

During  the  gathering  Friday, 
Chiles  else  pushed  for  psesage  of 
;he  Fiondh  Health  Secunly  pro- 
rram. 

T.iE".  prof.'sm  would  une  fundt 
frcrr.  Medicaid  Bavinu*  to  pay  pri- 
vate insurance  for  more  than  1 
million  people  who  have  no  insur- 
enct- 

Chilos  may  call  the  Lcgislaiure 
bflck  ;o  the  Capito!  the  wetK  of 
June  (;  fur  R  S))ecial  sefcsion  on  '.liv 
j.irnnrmil. 

Herti'.h  core  r'.fonn  i'-  ihe  major 
unrcjolvrii  issue  frnm  the  repjlar 
^i.-;!;or.  that  emU-.l  in  .\pril. 

T.-.c  Houfio  pobbcd  e  plan  but 
the  Senate  refused  to  tackle  the 
issue  in  tiie  waning  dovi  of  tho 
S(.f.sion. 
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Aafliii<"i«lh    ihp  AHPs  sUll  can  offer  a 
-iei\  '»!  iitdfi>  u>  provide  thai  coverage. 
ouRh  irjiliiiniul  healUi  insurance  or 
oufiti  pr.)i:rjfTiN  such  as  health 
•.nii'iuiii''  "rK.iniraiions  and  preferred 
-.  irt"-  iirvjt\i7-jiions.  which  give 
-.uuiii-  »i"'n  Pdiienis  go  lo  specified 
■iiir-  jni!  hiibi'iLals 

hi  s..n;"-j>i  Klonda.  aboui  30  AHPs 
vp  M1IM.-1  III"'  icar  a^reemenis. 
»rin'   Mjv   I    lu  offer  plans  in  ihe 
;i(ii.  Tl..~    AHPs  sell  different  plans 
r>r  (.ii-in.-vs  tiiat  joins  the  chippa  is 
-■j:r>--  I"  V"-  employees  a  choice  of  at 
._si  i»i.  pl,iii»  and  businesses  with  more 

.,1-  »    «.irk>Tv  must  offer  at  least  three 

(I  .;■[«  nil-«  sa>  AHPs  must  offer 
jn*  :;..i*  "'iiMrt-  employers  to  pay  a 
.-ni"i   ■•!  Ni-   %>iirkers   premium  equal  Lo 

|.  r.  ••,■  ..;  II. >  lowest-cost  plan  the 
li|.| •  ••n-r- 

p. .r  'Ajii-iil.    if  a  small  business  offers 
■.  HM'  I  iiiji  nists  SlOO  a  month  in 
-cniii.iii-  and  a  traditional  plan  that 
)st-  Sl;'i  ilif  employers  share  is  $50  in 
.>lli  rjvv 

S<in">  plans  may  be  available  for 
mpli^'T  niiiinliuiions  less  than  50 
erriTii  liui  likeK  will  cost  more 

lnsun-r\  sciicrally  want  employers  to 
a>  p.in  iif  till'  premium  because  it 
ncouroMfs  more  employees  to  sigh  up 
nd  Npn  .irt-  ihe  nsk. 

Oih-rvix-  some  employees  might  not 
e  abl'-  ur  afford  coverage.  And  those 
popi'  whii  iipi  out  will  most  likely  be 
le  hr-jiihii-ii  workers,  leaving  the  sickest 

t.l'    ;mol 

Th'-  premium  includes  a  built-in 
^rMC  churyp  of  S4  per  employee  per 
•onir.  —  So  10  Dun  &  Bradsireet  and  SI 
1  thp  rhfppj  for  operational  expenses- 

Theri'  are  no  other  membership  fees 
:r  businesses  ihai  buy  coverage  through 
le  cliippc   Bu'  big  companies  and  others 
nal  join  onl>  for  the  information  sen'ices 
2>  a  SiO  per  month  fee 

The  nj\  will  come.  Schneider 
redicieo.  when  big  businesses  ma>  wish 
ie>  could  take  advantage  of  the  cnippa  s 
'.her  features  as  well 

"I  ihink  tne  time  will  rapidly  approach 
here  our  small  businesses  are  actually 
5ing  10  be  getting  better  rates  and  better 
■nice  than  some  of  the  large  groups  ' 
^  said 


5  steps  to 
health  coverage 

Here  are  the  sleps  an  employer 
typically  will  lake  lo  pamcipale  in 
Fionda's  new  community  health 
purchasing  alliances,  or  chippas. 
designed  to  provide  low-cos;  heallh 
coverage  lo  smaller  companies: 


Employer  calls  loll-lree  number 
(800  4my  chpa)  lo  request 
applicalion  lor  chippa 
membership  and  insurance  Call 
answered  by  chippas 
administrative  agenl.  Dun  & 
Braflslreei  Plan  Services,  which 
mails  out  application,  booklet 
descnbing  available  health 
plans,  rate  sheets  companng 
pnces  and  enrollmeni  malenal. 


Employer  sits  down  with  his  or 
her  insurance  agenl  to  review 
heallh  plans  ana  costs  Ageni 
calculates  what  the  premiums 
would  be.  Dun  &  Bradstreei  is 
developing  a  computer  system  to 
enable  the  agenl  to  call  and  gel 
a  lasl  premium  calculalion.  D&B 
eveniually  will  provide  agenis 
with  diskenes  thai  lei  Ihem  do 
essentially  the  same  thing  on 
their  own  computers 


Employer  picks  insurance  plans  il 
will  Oder  employees  Employer 
wntes  check  lor  lirsi  month's 
premium  (or  uses  eleclronic  tunds 
Iranler)  Even  i(  a  business  buys 
three  separate  plans  from  three 
diflerenl  insurers,  il  wnies  |usl 
one  check,  Agenl  sends  check, 
chippa  applicalion.  other  forms  lo 
D&B, 


D&B  venfies  inlomnalion  on 
forms,  making  sure  employer 
meets  cniena'lor  chippa 
membership  (such  as  no  more 
than  50  employees)  D&B 
deposits  check  in  chippas 
account.  Money  then  dispensed 
to  appropnale  insurers. 


D&B  forwards  enrollmeni 
intormalion  lo  insurer,  which  mails 
otfl  policytiolder  booklets  and  ID 
cards.  Coverage  generally  begins 
on  firsi  day  of  Ihe  lolkjwing 
month. 


—  Sm  Natoonrtafl 
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Mr.  Towns.  Mr.  Adkins. 

Mr.  Adicins.  Mr.  Chairman,  members  of  the  committee,  thank 
you  for  inviting  me  here  to  share  with  the  subcommittee  consumer 
perspectives  on  the  issues  of  voluntary  health  care  alliances  as  well 
as  to  offer  suggestions  about  what  kind  of  Federal  guidance  may 
be  necessary  to  provide  to  the  States. 

My  name  is  Jason  Adkins.  I  am  executive  director  of  the  Center 
for  Insurance  Research  based  in  Boston,  which  is  a  public  policy  re- 
search and  advocacy  institute.  We  have  been  involved  in  the  health 
care  process  primarily  through  NAIC's — National  Association  of  In- 
surance Commissioners — deliberations  where  we  have  been  work- 
ing for  a  number  of  years.  The  NAIC  is  made  up  of  the  state  insur- 
ance regulators,  as  you  know,  and  they  are  now  in  the  process  of 
developing  four  model  guidelines/laws  for  States  in  terms  of  the 
structures  of  alliances  as  well  as  developing  eight  model  standards 
on  all  aspects  of  quality  delivery  of  health  care. 

And  we  have  been  very  involved  in  that  process  and  have  written 
extensively  about  what  kinds  of  protections  are  necessary  for  con- 
sumers. At  any  point  this  committee  is  interested  we  would  be 
happy  to  share  that  material  with  you. 

The  legislative  process  of  which  we  are  now  involved  was,  of 
course,  inspired  by  the  need  to  provide  coverage,  health  care  cov- 
erage to  the  38  million  people  in  this  country  who  are  currently  un- 
insured, as  well  as  to  protect  those  millions  of  people  who  risk  los- 
ing their  coverage  due  to  change  of  jobs  and  other  circumstances. 

We  are  heartened  that  Congress  is  considering  guarantee  issue 
protections  as  well  as  eliminating  pre-exclusions.  But  we  feel  that 
health  care  reform  needs  to  move  beyond  limited  market  reforms 
to  strong  mandatory  standards  to  protect  consumers.  Neither  of  the 
above  reforms  I  just  mentioned  give  access  to  standard  package  of 
benefits  that  are  fairly  priced  and  offer  an  adequate  choice  of  com- 
petent and  high  quality  providers  on  their  own. 

States  must  be  given  the  option  to  establish  a  variety  of  health 
care  reforms  including  a  single-payer  system  or  health  care  pur- 
chasing alliances  which  will  provide  those  kinds  of  benefits. 

I  reserve  my  comments  now  to  the  issue  of  the  alliances.  I  was 
asked  by  you  and  your  staff  to  speak  briefly  to  the  benefits  and 
problems  of  alliances  from  the  consumer  perspective.  The  benefits 
seem  clear.  GAO  has  outlined  them.  We  agree  with  most  of  their 
findings. 

Alliances  help  spread  the  risk  to  a  large  pool.  They  allow  sharing 
of  administrative  costs  and  create  economies  of  scale,  which  is 
where  we  think  a  lot  of  the  savings  come  from. 

We  have  concerns  about  cost  shifting,  which  GAO  should  also 
look  into  in  terms  of  the  lower  loss  ratio  cost.  And  we  see  that  alli- 
ances can  become  powerful  market  forces  in  the  marketplace  which 
can  drive  down  prices  through  their  negotiating  capacity.  We  sup- 
port the  idea  that  alliances  should  be  able  to  negotiate  with  health 
plans  on  behalf  of  their  members. 

At  this  date  much  attention  has  already  been  given  to  the  unac- 
countable and  bureaucratic  problems  of  alliances.  We  won't  go  into 
that  now,  but  I  would  like  to  share  our  concerns  about  what  alli- 
ances might  look  like  in  the  future  by  looking  at  what  the  NAIC 
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has  just  promulgated  in  terms  of  its  first  model  guideline  for  alli- 
ances. 

They  have  established  a  fairly  government  heavy  bureaucracy 
which  puts  what  is  called  a  State  Board  in  the  Department  of  In- 
surance in  the  State.  That  State  board  negotiates  with  the  health 
plans  for  coverages.  It  establishes  the  minimum  benefits.  It  also  in- 
tegrates with  the  alliances,  which  are  effectively  administrative  en- 
tities for  the  small  employers  who  are  eligible. 

But  an  alliance  those — ^that  board  of  directors,  which  is  elected 
by  the  employers,  none  of  the  employees,  can  be  removed  by  the 
State  Board,  the  State  agency  arm,  and  the  State  Board  approves 
the  funding,  the  principal  funding  mechanism  for  the  alliances.  So, 
we  have  seen  them  create  a  network  of  fairly  involved  government 
intervention  in  the  health  care  structure,  which  concerns  us. 

In  terms  of  accountability  of  the  Boards,  the  State  Board  has  up 
to  nine  members,  only  two  of  whom  are  employees.  The  others  are 
representing  other  interests  outside  of  the  ultimate  end-user  whom 
we  are  most  concerned  about.  There  is  some  effort  to  provide  for 
diversity  of  representation  which  we  are  pleased  to  see. 

The  alliances  have  no  representation  for  the  end-user,  that  is, 
the  employees.  Simply  stated,  this  structure  is  unaccountable  to 
consumers,  too  State  dominated  and  too  bureaucratic. 

In  terms  of  Federal  guidance  to  the  State,  minimum  Federal 
standards  are  appropriate  to  ensure  the  alliances  are  sufficiently 
accountable  to  consumers  and  designed  to  provide  large  numbers 
of  people  with  access  to  high  quality  health  care  delivered  in  a  cost 
efficient  manner.  The  NAIC  models,  no  matter  their  caliber,  would 
not  be  sufficient  to  meet — to  establish  those  minimum  standards 
because  NAIC  models  are  voluntary  to  the  States. 

There  are  a  number  of  structural  and  procedural  protections  we 
believe  are  essential  to  ensure  that  alliances  can  perform  effec- 
tively and  to  the  benefit  of  consumers.  Alliances  should  be  struc- 
tured so  that  there  is  maximum  access,  that  means  to  facilities, 
quality  providers,  a  r£inge  of  coverages,  and  grievance  procedures 
and  internal  mechanisms  for  dispute  resolution. 

Consumers  must  also  be  protected  from  loss  of  coverage  or  bene- 
fits due  to  the  actions  of  others,  such  as  employers.  If  employers 
terminate  coverage,  fsdl  to  continue  to  qualify  for  coverage  or  other- 
wise place  coverage  in  jeopardy,  consumers  must  have  continuation 
protection. 

Meaningful  choice.  Consumers  must  have  a  full  range  of  choices 
and  options  to  choose  in  their  health  plans.  This  does  not  mean, 
however,  that  they  need  to  be  overwhelmed  with  the  full  gamut  of 
health  plan  options  in  the  marketplace.  They  need  meaningful 
choices  in  the  health  plan  through  prudent  purchasing  power,  that 
is  the  power  to  negotiate  with  the  health  plans,  and  should  be  able 
to  limit  the  number  of  plans  offered.  But  again,  caveats  are  that 
maximum  access  to  a  variety  of  coverage  is  available. 

Geographic  area  is  Einother  critical  question.  Florida,  fortunately, 
uses  the  SMSA  as  its  essential  central  point  for  defining  its  alli- 
ance territory.  We  are  concerned  that  without  an  SMSA  limitation 
on  alliances,  and  also  on  rating  territories,  that  geographic  area 
will  be  used  as  a  surrogate  for  income  and  ethnicity  by  alliances 
and  health  plans,  particularly  if  they  are  permitted  to  subdivide 
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urban  areas.  The  alliance  model  developed  by  the  NAIC,  the  first 
one  I  have  mentioned,  currently  allows  a  3-digit  differential  which, 
according  to  a  quick  analysis  we  did  of  Chicago — and  we  intend  to 
look  at  other  cities — shows  that  that  will  allow  for  surrogacy  for 
ethnicity  and  income. 

Of  course,  governance,  which  is  the  main  issue  you  have  asked 
me  to  speak  to,  is  a  critical  one.  The  politicization  problem  dis- 
cussed by  GAO  is  a  serious  one,  although  we  applaud  the  Florida 
effort  to  include  diversified  groups  representing  the  community 
served  by  the  alliances. 

Voting  is  another  possibility,  and  where  directors  are  elected  or 
appointed,  we  believe  that  strong  criteria  is  important  to  minimize 
interested  parties  from  the  provider  end  or  others  to  be  involved. 
And  I  should  point  out  that  where  there  are  elections  we  are  also 
concerned  that  large  employers  or  particularly  well-organized  in- 
dustry or  trade  associations  could  dominate  an  alliance  board  can- 
didate election  process. 

Mr.  Towns.  Mr.  Adkins,  if  you  could  summarize.  Your  5  minutes 
has  expired. 

Mr.  Adkins.  Let  me  summarize  by  saying  that  we  believe  an- 
other critical  point  is  that  citizens  be  involved  in  the  process,  not 
only  in  terms  of  the  composition  of  the  boards  of  the  alliances  or 
any  State  agency  regulating  it,  but  that  there  also  be  another  inde- 
pendent entity  through  which  they  can  organize  themselves  and 
participate  actively  in  dealing  with  issues  related  to  the  alliance  as 
well  as  the  health  care  system  generally. 

We  have  submitted  a  proposal  to  you  which  is  now  being  consid- 
ered by  the  NAIC  for  the  creation  through  State  authority  of  a 
Consumer  Health  Insurance  Board  that  allows  consumers  to  estab- 
lish their  own  organization  which  is  democratically  controlled.  Con- 
sumers find  each  other  through  access  to  the  billing  enclosures  of 
alliances  or  health  plans,  and  they  are  in  that  way  able  to  fund 
themselves  as  well  as  to  participate  actively  in  the  process  and  to 
represent  consumer  interests.  We  think  that  these  organizations 
that  will  be  important  as  well  as  this  body  in  helping  to  develop 
quality  care  standards,  procedures  and  practice  guidelines  which 
are  essential  for  protecting  consumers. 

Thank  you. 

Mr.  Towns.  Thank  you  very  much. 

[The  prepared  statement  of  Mr,  Adkins  follows:] 
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EXECUTIVE  DIRECTOR, 
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BEFORE  THE 

SUBCOMMITTEE  ON 

HUMAN  RESOURCES  AND  INTERGOVERNMENTAL  RELATIONS 

JUNE  30, 1994 

Mr.  Chairman,  members  of  the  Committee,  thank  you  for  inviting  me  to  share 
with  this  subcommittee  consumer  perspectives  on  the  issue  of  voluntary  health 
care  purchasing  alliances  and  to  offer  suggestions  concerrung  how  the  federal 
government  can  provide  guidance  to  the  states  that  will  ensure  consumers  are 
adequately  protected.  My  name  is  Jason  Adkins  and  I  am  executive  director  and 
an  attorney  with  the  independent,  nonprofit  Center  for  Insurance  Research 
(Center)  which  is  based  in  Boston,  Massachusetts.  The  Center  is  a  research, 
public  policy  and  advocacy  organization  which  has  focused  on  health  care 
reform  from  the  consumer  perspective  principally  at  the  national  level  through 
active  participation  in  the  deliberations  of  the  National  Association  of  Insurance 
Commissioners  (NAIC).  The  NAIC  is  composed  of  all  the  state  insurance 
regulators  and  is  currently  developing  model  laws  and  regulations  governing 
health  care  alliances  and  a  broad  array  of  medical  quality  assurance  and  related 
standards. 

The  legislative  process  of  which  I  am  now  apart  was  inspired  by  the  need  to 
address  the  critical  problem  of  the  uninsured,  who  number  38  million  people  in 
the  United  States  today,  and  the  millions  of  others  who  risk  losing  their  health 
insurance  coverage.  I  am  heartened  that  Congress  is  poised  to  adopt  guarantee 
issue  requirements  and  prohibit  pre-existing  condition  exclusions,  but  health  care 
reform  needs  to  move  beyond  such  simple  market  reforms  to  strong  mandatory 
minimum  standards  to  protect  consumers.  Neither  of  the  above  reforms  will 
give  consumers  access  to  a  standard  package  of  benefits  that  are  fairly  priced  and 
offer  an  adequate  choice  of  competent,  high  quality  providers.  Market  reforms 
alone  are  not  enough.  States  must  be  given  the  opHon  to  establish  a  variety  of 
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health  care  reforms,  including  a  single-payer  system  or  health  care  purchasing 
alliances  that  will  provide  a  minimum  package  of  fairly  priced  benefits  with 
adequate  cor\sumer  protections.  My  comments  here  are  reserved  to  voluntary 
alliances  given  the  focus  of  this  subcommittee. 

BENEFITS  OF  AND  PROBLEMS  WITH  ALLIANCES 

The  benefits  of  alliances  to  participating  consumers  are  that  they  spread  the  risk 
of  medical  costs  over  a  large  pool,  allow  sharing  of  administrative  costs  and 
become  powerful  market  forces  capable  of  negotiating  lower  premiums  and 
better  coverages  with  health  plans  competing  for  their  business.  Many  existing 
public  and  private  alliances  bear  these  principles  out.  Where  there  are  adequate 
structural  and  consumer  protections,  alliances  should  achieve  many  of  the  goals 
of  increasing  access  and  lowering  the  costs  of  health  care.  They  do  not,  however, 
achieve  universal  coverage  in  the  voluntary  market  context  on  their  own. 

At  this  late  date,  attention  has  already  focused  on  alliances  as  potentially 
unaccountable  and  too  bureaucratic.  The  General  Accounting  Office  (GAO) 
report  discussed  here  today  provides  some  insights  into  those  matters.  Our 
concerns  about  alliances  are  perhaps  best  described  in  the  context  of  the  NAIC 
model  purchasing  alliance  guidelines  which  were  exposed  for  public  comment 
this  month.  The  model  NAIC  statute  establishes  a  government-heavy 
bureaucracy,  creating  a  State  Board  within  the  department  of  insurance  that  has 
effective  control  over  a  number  of  noncompeting  regional  alliances  which  exist  as 
mere  administrative  bodies  for  small  employers.  In  effect,  the  alliances  are 
extensions  of  the  state  agency  which  has  ultimate  authority  to  remove  the 
alliance  board  and  approve  the  alliances'  principle  source  of  funding  (employer 
surcharges).  The  State  Board,  not  the  alliances,  negotiates  with  health  plans  and 
establishes  the  standard  benefit  plans.  The  State  Board  is  controlled  by  up  to 
nine  appointees,  only  two  of  whom  are  employees.  There  is  no  organized 
consumer  representative.  The  alliance  boards  are  even  less  accoimtable. 
Although  the  member  employers  elect  the  alliance  board  of  directors,  there  is  no 
provision  for  employees  to  vote  or  serve  on  the  board. 

Simply  stated,  this  structure  is  unaccoim table  to  consumers,  too  state  dominated 
and  too  bureaucratic. 
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FEDERAL  GUIDANCE  TO  STATES 

Minimum  federal  standards  are  appropriate  to  ensure  that  alliances  are 
sufficiently  accountable  to  consumers  and  designed  to  provide  large  numbers  of 
people  with  access  to  high  quality  health  care  delivered  in  a  cost  efficient 
manner.  The  NAIC  model  health  care  laws  and  guidelines,  regardless  of  their 
caliber,  will  fail  to  guarantee  consumers  minimum  essential  protections  because 
NAIC  models  are  only  voluntarily  adopted  by  the  states.  Although  we  had  a 
very  limited  time  in  preparing  these  remarks,  what  follows  is  a  partial  discussion 
of  structural,  procedural  and  quality  assurance  protections  necessary  under 
alliances. 

Structural  and  Procedural  Protections 

Accessibility 

Alliances  should  be  structured  so  that  small  employers,  employees  and  possibly 
individuals  have  ready  access  to  quality  services  and  health  benefits.  Through 
the  alliances,  consumers  must  have  access  to  an  adequate,  accessible,  qualified 
network  of  providers,  access  to  a  reasonable  range  of  benefits  in  a  reasonable 
period  of  time,  and  access  to  fair  and  equitable  grievance  procedures,  dispute 
resolution,  remedies  and  comprehensive  regulation. 

Consumers  must  also  be  protected  from  loss  of  coverage  or  benefits  due  to  the 
actions  of  others  such  as  regulator,  employers,  health  plans  or  alliances.  If 
employers  terminate  coverage,  fail  to  continue  to  qualify  for  coverage  or 
otherwise  place  coverage  in  jeopardy  consumers  must  have  continuation 
protection. 

Meaningful  Choice 

Consumer  must  have  a  full  range  of  services  and  optiorts  from  which  to  choose  in 
their  health  plans.  However,  this  does  not  mean  they  must  be  overwhelmed  with 
a  multitude  of  essentially  indistinguishable  choices.  While  all  health  plans 
available  within  a  particular  allicmce  would  be  available  to  the  consumers  in  the 
alliance,  cor\sumer  choices  could  be  somewhat  limited  to  the  extent  alliances 
have  the  authority  to  bargain  on  behalf  of  their  members.  We  are  concerned, 
however,  that  limitations  of  health  plans  could  reduce  the  availability  of 
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experimental  and  innovative  procedures  and  coverages.  Protections  must  be 
established  to  ensure  that  such  options  continue  to  be  available. 

Geographic  Area 

Alliance  territories  should  be  as  large  as  possible  to  ensure  a  broad  spread  of  risk 
and  should  be  no  smaller  than  a  Standard  Metropolitan  Statistical  Area  (SMSA). 
We  are  concerned  that  geographic  area  will  be  used  as  a  surrogate  for  income 
and  ethnicity  by  alliances  and  health  plans,  particularly  if  they  are  permitted  to 
subdivide  urban  areas.  A  preliminary  examination  of  demographics  in  the 
Chicago  area  which  I  conducted  revealed  the  close  relationship  between  income 
and  three  digit  zip  code  areas.  The  resulting  outcome  would  not  be  an 
improvement  over  our  current  system.  Unfortunately,  the  NAIC  has  settled  on 
the  minimum  three  digit  zip  areas  for  rating  purposes  without  adequate 
considerahon  of  the  ramifications  of  allowing  divisions  based  on  such  relatively 
small  geographic  areas.  This  should  not  be  permitted. 

Governance 

Consumers  and  employers  must  have  equal  representation  and  combined  control 
a  majority  representation  on  all  alliance  boards  and  any  agency  oversight  boards. 
Corisumers  must  be  represented  on  all  advisory  committees.  It  is  not  enough 
that  employers  are  represented  on  the  boards.  Employees  who  receive  the 
benefits  must  have  an  equal  voice.  The  GAO  discussion  of  the  politicization  of 
the  appointment  process  in  Florida  suggests  that  greater  oversight  is  necessary, 
and  that  elections  may  be  a  more  appropriate  mearis  of  selecting  the  board. 
Whether  directors  are  elected  or  appointed,  strict  eligibility  criteria  should  be 
adopted  to  ensure  balanced  consumer  representation  and  participation  and 
preclude  providers,  health  plans  and  other  such  interested  parties  from 
participating  on  the  boards.  It  should  be  made  explicit  that  no  licensee  of  the 
Department  of  Insurance,  an  agent  of  a  licensee,  or  a  party  receiving 
compensation  from  a  licensee  or  agent  of  a  licensee,  or  the  immediate  family 
member  of  any  such  person,  will  be  eligible  to  be  an  alliance  board  member. 
Neither  should  a  person  who  is  employed  by,  affiliated  with  an  agent  of,  or 
otherwise  a  representative  of  any  carrier  or  health  care  provider,  or  the 
immediate  family  member  of  any  such  person  be  eligible  for  the  alliance  boards. 
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Where  there  are  elections,  we  are  also  concerned  that  larger  employers,  or 
particularly  well-orgaiuzed  industries  or  trade  associatior^  could  dominate  an 
alliance  board  candidate  election  process.  This  lends  support  to  the  proposition 
that  alliance  boards  be  composed  of  both  employers  and  employees  in  equal 
number  (individuals  should  also  be  included  in  equal  number  if  individuals  are 
included  in  the  alliances).  To  the  extent  possible,  measures  to  limit  the  power  of 
such  organized  entities  over  the  election  process  should  be  considered. 

Procedural  Accountability 

Alliance  boards  should  be  subject  to  cm  open  meeting  provision  to  ensure 
adequate  opportunity  for  consumer  participation  and  access  to  information.  We 
believe  that  public  meetings  provide  a  strong  incentive  for  employee  and  other 
representatives  on  the  boards  to  remain  accountable  to  their  constituents. 

Authority  to  Negotiate 

We  support  the  principle  that  alliances  have  the  authority  to  conduct  prudent 
purchasing  with  health  plans  to  facilitate  meaningful  competition.  Without  the 
authority  to  bargain  on  behalf  of  consumers,  the  alliances  will  become  mere 
admirustrative  conduits  and  therein  will  fail  to  realize  their  potential  as 
bargaining  agents  for  consumers.  The  findings  in  the  GAO  report  demonstrates 
that  this  function  is  important  to  existing  alliances  for  lowering  premiums. 

Funding 

Funding  may  be  derived  from  surcharges  on  employers  or  by  other  permissible 
means,  but  explicit  restrictions  should  be  established.   No  funds  should  be 
permitted  to  be  received  through  grants,  surcharges  or  appropriation  from  any 
private  individual  or  entity  that  is  in  any  way  affiliated  with  a  licensee  of  the 
Department  of  Insurance,  an  agent  of  a  licensee,  or  a  party  receiving 
compensation  from  a  licensee  or  agent  of  a  licensee,  and  no  one  employed  by, 
affiliated  with  an  agent  of,  or  otherwise  a  representative  of  any  carrier,  health 
plan,  provider,  health  care  professional  or  association.  This  is  important  to 
ensure  that  board  members  are  not  financially  influenced  by  industry 
representatives,  and  to  promote  public  confidence  in  the  alliances. 
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Conflicts  of  Interest 

In  addition  to  the  limiting  potential  financial  conflicts  discussed  above,  it  is 
important  to  limit  potential  conflicts  of  interest  in  decision  making.  This  could  be 
accomplished  through  the  enactment  of  a  six  month  post-employment  restriction 
on  alliance  board  members  and  officers,  and  a  one  year  post-employment 
restriction  on  the  executive  directors  of  the  boards.  Such  a  provision  is  also 
necessary  to  bolster  public  confidence  in  the  process. 

Ombudsman 

An  ombudsman  must  be  established  to  assist  consumers  with  their  questions  and 
concerns  about  alliances  and  health  care  system  more  generally.  The 
ombudsman  should  be  outside  the  alliances  themselves  to  avoid  the  predictable 
limitations  such  a  close  institutional  nexus  would  create.  A  program  modeled 
after  the  State  Long-Term  Care  Ombudsman  Program  mandated  by  the  Older 
Americans  Act  that  serves  consumers  in  nursing  homes  is  one  meritorious 
model.  We  recommend  that  the  subcommittee  also  consider  another  model 
which  is  revenue  neutral  for  taxpayers.  The  Consumers  Health  Insurance  Board, 
or  CHIB,  is  a  self-funded,  democratically-controlled,  consumer  membership 
organization  that  could  address  consumer  complaints  within  the  alliances,  but 
could  also  represent  consvmiers  as  a  class  in  the  health  care  system.  Attached  is  a 
more  detailed  description  of  the  CHIB  and  model  state  legislation  which  the 
NAIC  State  and  Federal  Health  Insurance  Legislative  Policy  Task  Force  has 
agreed  to  consider.  Federal  authorization  for  such  an  organization  would  also  be 
appropriate. 

Quality  Assurance 

Quality  of  care  and  quality  outcome  measures  and  practice  guidelines  must  not 
be  left  to  the  alliances  or  health  plans  to  develop  and  enforce.  The  managed  care 
industry  has  been  in  this  position  which  has  resulted  in  serious  complaints  from 
consumers  who  cannot  always  get  care  when  it  is  required.  The  Medicare  Risk 
program  is  a  good  example  of  the  kinds  of  problems  corxsumers  experience  in  a 
very  restricted  managed  care  environment.  A  1993  study  by  the  Center  for 
Health  Care  Rights  in  Los  Angeles  found  that  "Medicare  enroUees  received  50 
percent  less  home  health  visits  than  Medicare  fee-for-service  beneficiaries"  and 
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that  "HMO  referral  <ind  utilization  control  systems  were  used  to  delay  and  to 
deny  needed  care."  Medicare  Advocate  (Spring  1993). 

The  most  critical  aspects  of  health  care  delivery  must  not  be  left  to  the  alliances 
themselves  to  define.  Federal  standards  for  medical  quality  assurance,  utilization 
review,  provider  credentialing  and  contracting,  data  reporting,  confidentiality 
and  grievance  procedures,  among  other  areas,  are  essential  to  protect  consumers 
and  appropriate  in  the  context  of  alliances.  Special  provisions  should  be  made  to 
apply  them  appropriately.     . 

It  is  critical  that  full  information  is  available  to  health  plans,  alliances,  regulators 
and  public  about  health  plan  diagnoses,  treatments,  utilization  rates,  outcomes, 
costs  of  care,  complaints,  among  other  indications  of  quality.  Alliances  must  be 
involved  in  monitoring  health  plan  quality  and  making  summary  reports 
avciilable  to  consumers. 

We  have  provided  extensive  comments  on  all  these  matters  to  the  NAIC  and  will 
make  these  materials  available  to  this  subcommittee  upon  your  request. 


CONCLUSION 

States  should  have  the  option  to  establish  health  care  purcheising  alliances  as  a 
mechanism  for  increasing  consiuner  access  to  high  quality  health  care  delivered 
in  a  cost  effective  manner.  Federal  standards  are  necessary  to  ensure  that 
alliances  do  not  become  imaccovmtable  or  over  bureaucratic. 

Thai\k  you  for  the  opportunity  to  present  our  views  to  this  subcommittee.  I  am 
prepared  to  take  y^ur  questions. 
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CONSUMER  HEALTH  INSURANCE  BOARDS:  AN  ESSENTIAL 
COMPONENT  OF  STATE  HEALTH  CARE  REFORM 

Health  care  insurance  and  delivery  systems  in  the  United  States  are  currently 
undergoing  massive  reform  at  the  state  and  federal  level.   One  of  the  central 
purposes  of  all  health  care  reform  is  to  extend  the  services  of  health  care 
services  in  a  cost  effective  manner  to  the  many  Americans  who  have  been 
unable  to  obtain  health  insurance.    But  even  uiuversal  coverage  would  not, 
in  and  of  itself,  solve  all  the  problems  with  health  care  in  this  country. 
Consumers  need  to  be  assured  of  access  to  high  quality,  equitably  priced 
health  care  in  a  system  that  is  fair,  efficient  and  accountable  to  consumers  and 
includes  meaningful  procedural  and  substantive  protections.   A  self-funded, 
democratically-controlled,  nonprofit,  consumer  membership  organization  is 
needed  to  accomplish  these  objectives.   Below  is  a  discussion  of  the  rationale 
and  precedent  for  such  a  Consumer  Health  Insurance  Board  (CHIB),  as  well  as 
a  brief  description  of  the  CHIB  and  how  it  would  function.  A  model  state 
statute  to  authorize  such  an  organization  is  attached. 

CONSUMER  PROTECTION 

How  can  consumers'  interests  be  advanced  in  the  complex  and  changing 
health  care  system?  The  Departments  of  Insurance  and  Attorneys  General 
attempt  to  protect  the  consumer  interest,  but  they  tend  to  be  overburdened 
and  understaffed.    Studies  show  that  on  average,  less  than  six  percent  of  the 
annual  insurance  premium  taxes  collected  by  states  is  spent  on  insurance 
regulation,  and  regulators  lack  the  personnel  and  tools  to  fulfill  their  mission 
of  providing  adequate' consumer  protection  in  the  area  of  insurer  solvency, 
let  alone  market  conduct.   For  example,  the  U.S.. General  Accounting  Office 
(GAG)  reported  that  14  states  did  not  have  an  actuary  either  on  staff  or  under 
contract  to  work  on  health  insurance.   The  GAG  also  found  wide  variations 
in  the  practices  and  procedures  used  to  monitor  insurer  solvency,  approve 
health  insurance  premium  rates  and  policy  forms,  and  respond  to  consumer 
complaints.   Such  variations  led  the  GAG  to  note  that  questions  have  been 
raised  about  the  states'  capacity  to  adequately  regulate  the  health  insurance 
industry.   As  most  of  the  proposed  health  care  reform  initiatives  would 
require  more  state  involvement  in  regulation  and  enforcement,  the 
questions  concerning  their  capacity  to  regulate  become  even  more 
troublesome. 

It  is  essential  that  strong  protections  for  consumers  are  incorporated  into  the 
reform  legislation.    The  current  National  Association  of  Insurance 
Commissioners  (NAIC)  draft  alliance  and  health  care  accountability  standards 
contain  some  important  protections.    However,  the  consimier  protections  in 
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the  NAIC  standards  are  generally  inadequate  to  the  extent  that  they  are 
embodied  in  a  structure  that  relies  almost  exclusively  on  the  government  or 
employers  for  monitoring  and  enforcement.    These  purchasing  alliance 
models  are  structured  to  be  accountable  to  their  boards  of  directors,  but  are 
fundamentally  flawed  because  the  models  do  not  require  that  individual 
consumers  be  represented  on  those  boards  at  all,  let  alone  require  a  consumer 
majority.  These  alliances  will  be  dominated  by  employers  who  will  represent 
their  interests  with  insurers,  as  is  the  case  under  the  current  failed  system. 
Therefore,  consumers  will  be  protected  only  where  the  interests  of  employers 
and  their  employees  intersect,  and  where  regulatory  agencies  step  in.   But, 
even  the  state  boards,  which  have  primary  jurisdiction  over  the  alliances  in 
the  NAIC  models,  are  similarly  flawed  having  only  two  consumer  seats  (with 
Gubernatorial  prerogative  to  appoint  a  third)  out  of  a  nine  member  board. 
This  disassociated,  regulatory-heavy  approach  is  no  different  than  the  current 
system  which  inadequately  represents  consumers. 

Consumers  representatives  must  have  significant  representation  on  all 
alliance  boards  and  any  agency  oversight  boards.   Even  such  representation 
would  not  be  enough  to  adequately  protect  the  interests  of  coixsvmiers, 
however,  because  the  structure  of  the  alliance  boards  would  blunt  the 
effectiveness  of  consumer  participation.    Purchasing  alliances  must  represent 
several  interests:  state  government,  employers  and  consumers.    As  such, 
consumer  interests  compete  with  many  interests.   There  may  also  be  issues 
affecting  consumers  which  are  beyond  the  scope  of  the  alliances  or  state 
boards.   And  as  in  any  quasi-governn\ental  entity,  financial  and  political 
constraints  may  limit  the  capacity  of  the  organization  to  address  consumer 
concerns. 

Consumer  representation  on  the  boards  does  not  address  another 
fundamental  issue:  all  interested  parties  in  the  health  care  process  are 
organized  but  consumers.   Employers,  insurers,  doctors,  hospitals  and  agents 
have  their  own  powerful,  well-funded  national  and  state  associations.   Only 
consumers  lack  the  organization,  funding  and  technical  assistance  necessary 
to  participate  fully. 

Previous  attempts  to  mandate  consumer  representation  on  the  boards  of 
health  organizations  can  inform  this  discussion.   The  Health  Systems  Agency 
(HSA)  network  of  planning  bodies,  established  under  the  National  Health 
Planning  and  Resources  Development  Act  of  1974,  provides  a  teUing  example 
of  boards  which  required  a  majority  of  consumer  members  but  proved  not  to 
be  a  powerful  source  of  protection  for  consumers.   Health  care  providers  and 
insurers  were  coordinated  and  well  funded  and  thus  were  able  to  hire  experts 
who  were  technically  proficient  and  had  the  time  and  resources  to  devote  to 
the  HSAs.   Consumers  on  the  boards  were  generally  volunteers  who  were 
resource  poor  and  unorganized.   This  inequitable  position  clearly  worked  to 
the  disadvantage  of  consumers. 
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So  purchasing  alliances,  even  with  adequate  consumer  representation  on 
their  boards,   are  not  substitutes  for  an  independent  consumer  controlled  and 
funded  health  organization. 

A  ROLE  FOR  CONSUMERS 

Whether  or  not  such  alliances  are  included  in  a  reform  package,   a  consumer- 
membership  organization  is  necessary  to  respond  to  the  concerns  of 
individuals  about  health  care  and  to  involve  consumers  in  the  regulatory 
process.   Although  the  HSA  system  was  generally  industry-run  and  usually 
ineffective,  it  was  the  only  opportunity  for  direct  consumer  participation  in 
health  care  planning.   Since  1982,  consumers  have  lacked  any  formal 
structure  through  which  to  protect  their  rights  and  promote  their  interest 
before  regulators  and  policymakers.   A  mechanism  for  such  coordination  is 
desperately  needed.  The  establishment  of  state-wide,  democratically-elected, 
consumer-controlled  groups  would  avoid  the  pitfalls  of  the  HSA  system  and 
provide  the  mechanism  through  which  consumers  could  pool  their  resources 
and  represent  their  critical  interests. 

A  Consumer  Health  Insurance  Board  (CHIB)  would  fulfill  this  function.   The 
independence  afforded  to  a  voluntarily  funded  and  member-driven 
organization  would  allow  the  CHIB  to  act  as  ombudsman  to  the  health  care 
system,  and  to  conduct  activities  for  which  the  purchasing  alliance  may 
neither  be  funded  nor  staffed. 

Consumer  Health  Insurance  Boards  would  be  established  as  state-chartered, 
nonprofit  corporations  which  would  be  member-funded  and  administrated 
through  a  democratically-elected  board  of  directors.  The  corporation  would 
be  empowered  to  advise  regulatory  bodies  on  behalf  of  health  care  consumers 
of  the  state,  concerning  the  regulation  of  providers,  carriers,  health  plans,  and 
alliances.   The  corporation  would  assist  consumers  in  the  preparation  and 
submission  of  any  claims  or  disputes  in  regard  to  the  provision  and  delivery 
of  health  care  services  and  could  initiate  proceedings  or  take  legal  action  (with 
the  exception  of  suits  for  injury  or  damages  arising  from  the  provision  or 
delivery  health  care  services).  The  CHIB  would  also  be  empowered  to 
represent  consumers  as  a  class  before  any  administrative,  judicial,  or 
legislative  body.  In  addition,  CHIBs  would  conduct  research  and  surveys 
regarding  health  care  providers,  carriers,  health  plans,  and  alliances,  and 
report  such  information  to  members  and  the  public  at  large. 

PRECEDENTS 

Consumer  Health  Insurance  Boards  are  modeled  in  structure  and  form  on 
Citizens  Utility  Boards  (CUBs).   CUBs  in  Wisconsin,  Illinois,  Oregon  and  San 
Diego  have  represented  the  interests  of  residential  and  small  business  utility 
ratepayers  since  the  early  and  mid-80' s.  Their  performance  has  been 
impressive.   The  Illinois  CUB  alone  has  assisted  in  saving  consumers  over  $3 


phone  (617)  451-2482   •  fax  (617)  695-0562 


97 


CENTER  FOR  INSURANCE  RESEARCH 


billion  in  eight  years.   The  San  Diego  CUB  saved  ratepayers  nearly  $265 
million  during  its  first  three  years  of  advocacy.   And  the  efforts  of  the  Oregon 
CUB  between  1984  and  1989  saved  Oregon  ratepayers  $318  for  every  $1 
invested  in  membership  fees. 

The  right  to  enclose  a  notice  of  the  CUB's  existence  with  an  invitation  to  join 
the  organization  has  been  crucial  to  the  development  of  a  diverse  and 
substantial  membership.    For  example,  the  San  Diego  CUB,  known  as  Utility 
Consumers  Action  Network,  received  50,000  membership  subscriptions  in  its 
first  nine  months  and  witliin  another  year  had  160,000  members,  out  of 
approximately  4.5  million  enclosure  recipients.    The  Illinois  CUB,  which  uses 
state  agency  mailings  to  distribute  its  enclosures,  reports  that  the  average 
return  rate  from  such  enclosures  is  from  one-quarter  to  one-half  percent, 
bringing  in  about  4,000  members  per  month  to  the  CUB. 

Illinois  was  the  first  state  to  enact  legislation  requiring  state  agencies  to 
include  messages  concerning  the  CUB  in  state  mailings.   The  directive 
enabling  the  New  York  CUB  similarly  estabhshed  that  the  CUB  would  have 
the  right  to  insert  enclosures  in  state  mailings  to  New  York  residents,  such  as 
those  produced  by  the  Department  of  Motor  Vehicles  and  the  Department  of 
Taxation  and  Finance.   Such  enclosures  can  reach  a  diverse  group  of 
individuals— including  those  who  may  not  have  access  to  alliances  or  other 
health  care  coverage. 

CUB  legislation  in  some  states  has  required  the  utility  companies  to  enclose  a 
CUB  solicitation  insert  in  their  mailings.    Utility  companies  have  challenged 
the  constitutionality  of  such  legislation.   In  Pacific  Gas  &  Electric  Company  v. 
Public  Utilities  Commission  of  California,  et.  al.,  475  U.S.  1,  106  S.  Ct.  903 
(1986),  (hereinafter  PG&E),  the  court  found  that  a  private  utility  company 
could  not  be  forced  to  disseminate  the  newsletter  of  a  private  consumer  group 
advocating  a  political  position.   The  court  recognized  that  states  have  a  broad 
range  of  discretion  in  determining  appropriate  disclosure  requirements,  but 
as  Justice  Powell  noted,  there  is  nothing  in  current  case  law  to  suggest  "that 
the  State  is  equally  free  to  require  corporations  to  carry  the  messages  of  third 
parties,  where  the  messages  themselves  are  biased  against  or  are  expressly 
contrary  to  the  corporation's  views."   106  S.Ct.  at  911,  n.l2. 

The  First  Amendment  issue  raised  in  this  case  is  avoidable.   States  can  require 
informational  "notice  inserts"  to  be  distributed  by  companies,  which  would 
fall  within  the  state's  regulatory  powers  to  mandate  appropriate  disclosure 
requirements  for  businesses.   Neutrally  worded  notice  inserts,  which  merely 
notify  consumers  of  the  existence  of  a  CUB  and  their  ability  to  join,  have  been 
used  in  California  since  the  PG&E  decision. 

Based  on  the  CUB  experience,  these  enclosures  -  in  the  simple  form  of  a  one- 
page  fold-up  business  reply  envelope  with  an  imprinted  message  ~  would 
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piggyback  on  existing  mailings  and  not  increase  the  usual  postage  cost  of  a 
mailing.    The  enclosure  would  inform  the  recipient  of  the  existence,  function, 
and  goals  of  the  Consumer  Health  Insurance  Board  and  clearly  indicate  that 
the  CHIB  is  not  sponsored  by  the  government,  health  care  providers,  carriers, 
health  plans,  nor  purchasing  alliances.    The  notice  would  give  the  recipient 
the  opportunity  to  join  the  organization.  The  CHIB  would  pay  the  cost  of 
producing  the  enclosures  and  would  reimburse  the  carrier  for  any 
incremental  costs  associated  with  inserting  the  enclosures.    Membership 
subscriptions  and  private  grants  would  then  provide  the  funding  of  the  CHIB, 
imposing  no  compulsory  burden  on  the  taxpayers  of  the  state. 

CONSUMER  HEALTH  INSURANCE  BOARD  MODEL  ACT 

The  empowerment  of  the  American  health  consumer  is  crucial  to 
improving  the  health  care  system.   Accordingly,  the  creation  of  Consumer 
Health  Insurance  Boards  is  essential  in  providing  consumers  a  meaningful 
role  in  the  process.   The  attached  Consumer  Health  Insurance  Board  Model 
Act  would  enable  a  state  to  set  up  such  an  independent,  democratic, 
consumer-member  corporation.    The  model  provides  a  self-funding 
mechanism  for  the  corporation,  including  provisions  that  authorize  the 
CHIB  to  provide  inserts  to  state  agencies,  carriers,  health  plans  and  alliances 
in  permissible  ways.   The  Consumer  Health  Insurance  Board  will  enable 
consumers  to  communicate  with  state  regulatory  agencies  and  other  health 
care  entities  to  collectively  advance  the  public  interest.  Congress  should 
consider  requiring  states  to  adopt  this  model  as  part  of  any  health  care  reform 
legislation. 
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CONSUMER  HEALTH  INSURANCE  BOARD  MODEL  ACT 


Table  of  Contents 

Section  1.  Definitions 

Section  2.  Jurisdiction  of  the  Department  of  Insurance 

Section  3.  Establishment  of  the  Corporation;  Membership;  Board  of 

Directors 

Section  4.  Funding  System  of  the  Corporation 

Section  5.  Powers  and  Duties  of  the  Corporation 

Section  6.  Construction  and  Severability 


Pxirpose  and  Intent 

The  title  of  this  bill  shall  be  known  as  the  CHIB  Model  Act. 

The  purpose  of  this  Act  is  to  assist  in  providing  consumers  with  information 
concerning  the  provision  and  delivery  of  health  care  services;  to  ensure  effective 
consumer  representation  in  the  development,  operation,  and  review  of  public 
policies  and  practices  affecting  the  quality  and  accessibility  of  health  care;  and  to 
create  an  independent  mechanism  to  hold  health  care  [providers,  carriers/health 
plans,  and  alliances]  accountable  to  consumers.  The  Act  establishes  a  state-chartered, 
nonprofit,  consumer-membership  corporation  (a  Consumer  Health  Insurance 
Board,  or  CHIB)  that  is  democratically  controlled  and  wall  gather  and  disseminate 
information  and  represent  consumer  interests  before  administrative,  judicial  and 
legislative  bodies. 

It  is  the  intent  of  this  Act  to  encourage  active  consvmier  participation  by  securing  the 
right  of  membersloip  to  the  corporation  and  by  providing  simple  measures  for 
becoming  a  member.   The  consumer  interest  will  be  promoted  through  a  board  of 
directors  which  will  be  held  accountable  to  such  interest  through  democratic 
elections  and  other  procedural  guarantees. 

It  is  also  the  intent  of  this  Act  to  provide  an  efficient  independent  funding 
mechanism  for  the  consumer  organization  through  voluntary  contributions,  so  as 
not  to  impose  a  compulsory  burden  on  the  taxpayers  of  this  State. 


phone  (617)  451-2482  •  fax  (617)  6950562 
1 


100 


Section  1.       Definitions 


A.  "Campaign  contribution"  means  money,  goods,  services,  or  otiier 
benefits  paid,  made,  loaned,  given,  conferred,  or  promised,  including 
but  not  limited  to  use  of  office  space,  telephones,  equipment,  staff 
services  and  provisions  of  meals,  drinks,  entertainment,  services  or 
transportation  made  for  the  purpose  of  electing  a  candidate  to  the  board 
of  directors. 

B.  "Carrier"  means  an  insurer,  hospital,  medical  service  corporation,  or 
any  other  entity  responsible  for  the  payment  or  provision  of  services 
under  a  health  contract. 

C  "Consumer"  means  an  individual  v^^ho  may  or  may  not  be  a  covered 
person  or  purchaser  of  health  care. 

D.  "Corporation"  means  the  Consumer  Health  Insurance  Board, 
Inc. 

E.  "District"  means  an  area  comprised  of  [define  as  necessary  to  fit 
the  geographic  and  demographic  factors  of  the  constituency  of  the 
CHIB.  There  wrill  be  tw^elve  such  districts  in  the  state]. 

**Drafting  Note:       The  districts  should  be  enumerated  in  this  Act,  and 
should' be  drawn,  w^hen  possible,  according  to  some  existing  standard,  e.g.,  two 
contiguous  state  senatorial  districts  or  the  federal  congressional  districts 
within  the  state. 

F.  "Enclosure"  means  a  card,  leaflet,  envelope  or  combination  thereof 
furnished  by  the  corporation  to  a  state  agency. 

G.  "Health  care  services" 

H.        "Health  care  provider"  means  a  person,  facility,  or  institution  licensed, 
accredited  and/or  certified  to  perform  specified  health  care  services,  as 
required  by  law. 

I.  "Health  plan" 

J.  The  "immediate  family"  of  a  person  means  the  person's  spouse  and 

dependent  children. 

K.        "Notice  insert"  shall  mean  a  card,  leaflet,  envelope  or  combination 
thereof  furnished  by  the  corporation  to  [carriers /health  plans  and 
purchasing  alliances].    Such  insert  will  inform  a  consumer  of  the 
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existence  and  purpose  of  the  CHIB,  its  organization  and  funding 
mechanism,  the  rights  of  membership,  and  the  process  for  joining. 

•♦Drafting  Note:   Neutral  notices  could  be  drafted  statutorily. 

L.         "Purchasing  alliance"  means  a  state-chartered,  nonprofit  organization 
that  provides  health  coverage  purchasing  services  to  member  [small] 
employers  in  a  specified  service  area. 

M.       "State  agency"  means  any  department,  board,  bureau,  commission, 

division,  office,  council,  committee,  officer,  public  benefit  corporation 
or  authority,  institution  or  entity  of  the  executive  branch  of  state 
government. 

N.        "Statement"  means  a  written  document  submitted  to  the  board  of 

directors  by  a  candidate  for  executive  director  or  the  board  of  directors, 
in  which  the  information  provided  by  the  candidate  is  sworn,  subject 
to  penalty  of  perjury. 

Section  2.       Jurisdiction  of  the  Department  of  Insurance 

Nothing  in  this  Act  shall  be  deemed  to  limit  or  conflict  with  the  duties  and  powers 
granted  to  the  Commissioner  of  Insurance  under  the  laws  of  this  State.   The 
corporation  established  under  this  Act  shall  be  independent  of  any  state  agency  or 
otlier  entity.   Violations  of  this  Act  shall  be  subject  to  the  full  range  of  regulatory 
actions,  processes  and  remedies  available  to  the  [Commissioner  of  Insurance]  or 
other  regulatory  autliority. 

Sections.       Establishment  of  the  Corporation;  Membership;  Board  of 
Directors 

A.  A  nonprofit  corporation  is  hereby  established  to  be  known  as 

the  "Consumer  Health  Insurance  Board"  herein  referred  to  as  either 
the  "Corporation"  or  "CHIB". 

B.  The  membership  of  the  Corporation  shall  consist  of  all 
individuals  eighteen  (18)  years  of  age  or  older  residing  in  the  state  who 
have  contributed  to  the  CHIB  the  appropriate  annual  membership  fee. 
The  board  of  directors  shall  establish  an  annual  membership  fee  of  not 
less  than  $5.00,  to  be  adjusted  every  three  years  for  inflation,  and 
provide  for  reduced  fee  membership  for  low  income  persons. 

C.  The  Corporation  shall  have  a  board  of  directors,  which  shall 
consist  of  one  elected  member  from  each  CHIB  voting  district,  one 
member  appointed  by  the  Governor,  one  appointed  by  the  Legislature 
upon  the  recommendation  of  the  Speaker  of  the  House  of 
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Representatives,  and  one  appointed  by  the  Legislature  upon 
recommendation  of  the  President  [Pro  Tempore]  of  the  Senate,  subject 
to  the  requirements  of  this  Act  regarding  requirements  for  directors 
and  candidates  and  election  procedures. 

D.  The  term  for  all  appointed  directors  shall  be  two  years  except  that  the 
interim  board  shall  serve  until  the  installation  of  candidates  elected  in 
the  first  election.   One-third  of  the  initially  elected  directors  shall  serve 
one-year  terms,  one-third  of  such  directors  shall  serve  two-year  terms, 
and  one-third  of  such  directors  shall  serve  three-year  terms.   The 
initially  elected  directors  shall  draw  lots  to  determine  the  length  of 
their  terms.   Thereafter,  the  term  of  an  elected  member  shall  be  three 
years.   A  member  who  is  appointed  to  fill  an  unexpired  vacancy  after  a 
term  has  begun  serves  for  the  remainder  of  the  term. 

E.  No  director  shall  serve  more  than  two  consecutive  terms.   At  the  end 
of  a  term,  a  member  may  continue  to  serve  until  a  successor  is 
appointed,  but  after  three  months  have  expired  a  successor  will  be 
appointed  as  provided  in  this  Act. 

F.  To  be  eligible  for  the  board  of  directors,  interim  or  permanent,  a 
member  must  conform  to  the  following  requirements: 

(1)  No  person  who  is  not  a  member  of  the  corporation  shall  be 
eligible; 

(2)  No  present  employee,  director,  consultant,  or  attorney  of 

any  private  or  public  health  care  provider,  the  [Commissioner], 
nor  an  immediate  family  member  of  any  such  person  shall  be 
eligible; 

(3)  No  individual  that  is  in  any  way  affiliated  with  a  licensee 
of  the  [Department  of  Insurance,  Public  Health]  or  other 
licensing  authority,  including  an  agent  of  a  licensee,  parties 
receiving  compensation  from  a  licensee  or  agent  of  a  licensee 
nor  an  immediate  family  member  of  any  such  person  shall  be 
eligible; 

(4)  No  person  who  holds  or  is  a  candidate  for  any  other 
elective  public  office  or  who  is  appointed  to  hold  state  or  local 
office  shall  be  eligible; 

(5)  No  private  individual  holding  [five]  percent  or  more  interest  in 
a  [provider,  carrier/health  plan,  or  alliance];  or  owning  or  being 
employed  by  a  company  who  receives  more  than  [five]  percent  of 
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its  gross  revenue  from  a  [provider,  carrier/health  plan,  or 
alliance]  or  any  combination  of  the  above  shall  be  eligible. 

**Drafting  note:    This  provision  attempts  to  exclude  any  individual 
with  a  financial  interest  or  economic  stake  in  a  [provider, 
carrier/health  plan,  or  alliance]  from  membership  to  the  board  of 
directors.   Some  revision  may  be  necessary. 

G.        Before  the  first  general  election  for  directors,  the  Corporation 
shall  be  managed  as  follows: 

(1)  Witliin  90  days  of  the  effective  date  of  this  Act,  the 
Governor  shall  appoint  five  individuals  to  the  interim  board  of 
directors,  and  the  Speaker  of  the  House  of  Representatives  and 
the  President  [Pro  Tempore]  of  the  Senate  shall  each  appoint  five 
individuals  to  the  interim  Board  of  Directors.   The  interim 
directors  should  be  representative  of  each  of  the  following 
categories  of  organizations:   consumer;  labor;  civil  rights; 
neighborhood;  elderly;  and  lower  income,  including  legal 
service  organizations.    In  making  such  appointments, 
consideration  should  also  be  given  to  the  state's  geographical, 
ethnic,  gender,  and  workforce  diversity. 

(2)  Within  120  days  of  the  effective  date  of  this  Act  the 
interim  board  of  directors  shall  organize  the  CHIB;  inform 
health  care  consumers  of  and  solicit  their  membership  in  the 
CHIB;  elect  officers;  employ  such  staff  as  are  necessary;  solicit 
funds;  and  establish  procedures  for  democratic  election  of 
members  of  the  board  of  directors  not  inconsistent  with  this  Act. 

(3)  Not  more  than  60  days  after  the  membership  of  the  CHIB 
reaches  20,000  or  .5  percent  of  the  population  (as  determined  in 
the  last  census),  whichever  amount  is  less,  with  at  least  [100] 
members  in  each  CHIB  district,  the  interim  board  of  directors 
shall  set  a  date  for  the  first  general  election  of  directors  and  shall 
so  notify  every  member.  The  date  set  for  elections  shall  be  not 
less  than  four  months  nor  more  than  eight  months  after  such 
notification.    The  interim  board  shall  oversee  the  election 
campaign  and  tally  the  votes. 

(4)  Not  more  than  30  days  after  the  first  general  election  the  interim 
board  shall  install  the  elected  and  newly  appointed  directors,  and 
carry  out  all  duties  necessary  to  transfer  leadership  to  the  new 
board. 
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(5)  The  t    rporation  shall  not  represent  the  membership  before  any 
administrative,  judicial  or  legislative  body  before  such  time  as 
the  first  elected  board  of  directors  is  installed,'  except  in  situations 
where  the  authority  of  the  interim  board  or  tlie  existence  of  the 
CHIB  is  challenged.  The  interim  board  of  directors  shall  not  be 
authorized  to  carry  out  tlie  powers  and  duties  of  the  Corporation 
or  board  of  directors  enumerated  in  this  Act  except  such  duties 
imposed  by  this  subsection. 

(6)  Members  of  tlie  interim  board  of  directors  shall  be 
reimbursed  for  actual,  reasonable  expenses. 

(7)  The  interim  period  will  count  as  one  term. 

H.        A  candidate  for  election  to  tlie  board  of  directors  must  comply  with  the 
following  election  procedures: 

(1)  Not  later  than  90  days  prior  to  the  election,  a  candidate  shall 
submit  a  statement  of  intent  to  run  for  the  board  of  directors, 
and  shall  therein  affirm  that  he  or  she  complies  with  the 
eligibility  requirements  of  this  Act. 

(2)  Not  later  than  90  days  prior  to  the  election,  a  candidate  shall  file 
with  the  board  of  directors  a  statement  of  financial  interest  upon 
a  form  provided  by  the  board.  The  statement  of  financial 
interest,  which  shall  be  open  for  public  inspection,  shall  include 
the  following  information:    the  occupation,  employer  and 
position  of  the  candidate;  a  list  of  all  fiduciary  relationships, 
corporate  and  orgaiuzational  directorships,  or  other  offices  held 
in  the  past  three  years  by  the  candidate;  certification  that  no  one 
in  his  or  her  immediate  family  is  employed  by,  or  an  agent  or 
representative  of  a  [provider,  carrier/health  plan,  or  alliance]; 
and  such  other  information  as  the  board  of  directors  shall 
require  candidates  to  disclose. 

(3)  Not  later  than  10  days  after  receiving  the  statement  of  intent  and 
the  statement  of  financial  interest,  the  board  of  directors  shall 
notify  the  candidate  that  his  or  her  candidacy  has  been  certifed  by 
the  board  if  the  candidate  meets  the  eligibility  requirements  of 
tliis  Act. 

(4)  Not  later  than  60  days  prior  to  the  election,  a  candidate  shall 
submit  to  the  board  of  directors,  on  a  form  to  be  provided  by  the 
board,  a  statement  concerning  his  or  her  personal  background 
and  positions  on  issues  relating  to  the  regulation  of  health  care 
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[providers,  carriers/health  plans,  and  alliances],  or  the 
operations  of  the  Corporation. 

(5)  No  candidate  may  spend  more  than  two  thousand  dollars  or  the 
postage  cost  of  two  one-ounce  first-class  mailings  to  each  CHIB 
member  in  the  candidate's  district,  whichever  amount  is  greater, 
on  campaign  expenditures  from  four  months  prior  to  the 
election,  through  the  date  of  the  election. 

(6)  No  candidate  may  accept  more  than  [two  hundred]  dollars  in 
campaign  contributions  from  any  one  contributor  during  the 
year  preceding  the  date  of  the  election. 

(7)  No  candidate  shall  accept  campaign  contributions  from  any 
present  employee,  director,  consultant,  attorney,  or  accountant  of 
any  health  care  provider,  carrier/health  plan,  or  alliance,  any 
private  individual  or  entity  that  is  in  any  way  affiliated  with  a 
licensee  of  the  [Department  of  Insurance  or  Public  Health],  or 
other  licensing  authority,  an  agent  of  a  licensee,  or  a  party 
receiving  compensation  from  a  licensee  or  agent  of  a  licensee. 

(8)  Each  candidate  for  election  to  the  board  of  directors  shall  keep 
complete  records  of  all  contributions  of  fifty  dollars  or  more  to 
the  candidate's  campaign  made  during  the  year  preceding  the 
date  of  the  election.  Not  later  than  30  days  after  the  election, 
each  candidate  shall  submit  to  the  board  of  directors,  on  a  form 
provided  by  the  board  of  directors,  an  accurate  statement  of 
campaigii  contributions  accepted  and  campaign  expenses 
incurred.  Such  records  shall  be  available  for  inspection  by  the 
public. 

(9)  If  the  board  of  directors  determines  that  a  candidate's  campaign 
expenses  have  exceeded  the  linuts  contained  in  this  Act,  the 
candidate  shall  be  disqualified  and  may  be  required  to  pay  the 
expenses  incurred  by  the  Corporation  in  mailing  the  candidate's 
statement  of  personal  background  and  position. 

(10)  No  candidate  may  use  any  campaign  contribution  for  any 
purpose  other  than  campaign  expenditures.    Any  remaining 
campaign  funds  shall  be  donated  to  the  CHIB  within  20  days 
after  the  election. 

Elections  will  be  held  annually  in  the  one-third  of  voting  districts  in 
which  a  representative's  term  will  expire.   Elections  and  installment  of 
directors  will  take  place  as  follows: 
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(1)        Not  later  than  30  days  before  the  date  fixed  for  a  special  or 
general  election,  the  board  of  directors  shall  send  to  each 
member  an  official  ballot  listing  all  candidates  for  the  board  of 
directors  from  their  district  who  have  complied  with  all  the 
requirements  of  this  Act,  each  such  candidate's  statement  of 
financial  interests,  and  each  such  candidate's  statement  of 
personal  background  and  position. 

(2)  Each  consumer  who  is  a  member  on  the  thirtieth  day 
preceding  an  election  may  cast  a  vote  by  returning  his  or  her 
official  ballot,  properly  marked,  to  the  principal  office  of  the 
Corporation  by  eight  p.m.  of  the  date  fixed  for  the  election. 
Voting  shall  be  by  secret  ballot.  The  candidate  receiving  the 
greatest  number  of  votes  in  each  district  shall  be  declared  elected. 

(3)  Each  general  election  of  directors  other  than  the  first  election  of 
directors  shall  be  held  not  less  than  eleven  months  and  not 
more  than  thirteen  months  after  the  last  preceding  general 
election.  The  date  of  such  election  shall  be  fbced  by  the  board  of 
directors  at  least  four  months  in  advance  of  the  date  chosen  for 
the  election. 

(4)  Within  30  days  after  the  election,  the  president  of  the  board  of 
directors  shall  install  in  office  all  elected  candidates  who  meet 
the  qualifications  prescribed  in  tills  Act. 

(5)  The  [Commissioner,  Office  of  the  Attorney  General,  or  Elections 
Division]  shall  oversee  the  fairness  of  elections  and  certify 
compliance  with  the  procedures  enumerated  in  this  Act. 

J.  When  a  director  dies,  resigns,  is  disqualified,  or  otherwise  vacates 

office,  the  board  of  directors  shall  select,  within  three  months,  a 
successor  from  the  same  district  as  such  director  for  the  remainder  of 
the  director's  term  of  office.   Any  director  may  nominate  any  person 
meeting  the  requirements  of  this  Act.   The  board  of  directors  shall 
select  the  successor  from  among  those  nominated,  by  a  two-thirds 
majority  of  the  remaining  directors  present  and  voting.     The  successor 
shall  be  installed  in  office  by  the  president  of  the  board  of  directors 
within  30  days  after  the  office  has  been  vacated. 

K.        The  board  of  directors  shall  have  the  following  duties: 

(1)        To  prescribe  rules  for  the  conduct  of  elections  and  election 
campaigns  not  inconsistent  with  this  Act; 
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(2)  To  prescribe  rules  and  procedures  for  the  appointment  of 
directors,  and  for  installment  of  elected  and  appointed  directors; 

(3)  To  establish  the  policies  of  the  Corporation  regarding 
appearances  before  administrative,  judicial  and  legislative 
bodies,  and  regarding  other  activities  which  the  Corporation  has 
the  authority  to  perform  under  this  Act; 

(4)  To  establish  appropriate  procedures  for  closing  meetings  for  the 
purposes  of  discussing  legislative  and  litigation  strategies  or 
matters  of  personnel; 

(5)  To  make  and  maintain  all  reports  and  studies  compiled  by  the 
CHIB  pursuant  to  tWs  Act  available  for  public  inspection  during 
regular  business  hours; 

(6)  To  maintain  up-to-date  membership  rolls,  including  a  list  of  the 
current  membersliip  by  district,  available  for  inspection  by  any 
member  upon  request; 

(7)  To  establish  procedures  governing  the  reimbursement  of 
directors  for  actual  reasonable  expenses  incurred  by  them  in  the 
performance  of  their  duties; 

(8)  To  keep  minutes,  books  and  records  v^hich  shall  relect  all  the 
acts  and  transactions  of  the  board  of  directors  w^hich  shall  be 
open  to  examination  by  any  member,  w^ith  the  exception  of 
closed  sessions  in  which  tlie  minutes  may  be  sealed; 

(9)  To  ensure  that  the  Corporation's  books  are  audited  by  an 
independent  certified  public  accountant  at  least  once  each  fiscal 
year,  and  to  make  the  audit  available  to  the  general  public; 

(10)  To  prepare,  as  soon  as  practicable  but  not  later  than  four  months 
after  the  close  of  the  Corporations's  fiscal  year,  an  annual  report 
of  the  Corporation's  financial  and  substantive  operations  which 
shall  be  made  available  for  public  inspection; 

(11)  To  conduct  an  annual  membership  meeting  and  therein  report 
to  the  membership  on  the  past  and  projected  activities  and 
policies  of  the  CHIB.  In  addition,  the  CHIB  shall  sponsor  on 
behalf  of  each  director  at  least  one  meeting  per  year  in  each  CHIB 
electoral  district; 

(12)  To  annually  elect  officers; 
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(13)  To  employ  an  executive  director,  and  establish  policies  for 
employment  and  removal.    The  executive  director  may  employ 
and  direct  staff  as  necessary  to  carry  out  the  provisions  of  this 
Act; 

(14)  To  hold  regular  board  meetings  open  to  the  public  at  least  once 
every  four  months  on  such  dates  and  at  such  places  as  it  may 
determine.  Special  meetings  may  be  called  by  the  president  of 
the  board  of  directors  or  by  at  least  one-quarter  of  the  directors 
upon  at  least  five  days'  notice.  One-half  of  the  directors  plus  one 
shall  constitute  a  quorum.   Additional  meetings  of  the  Board 
shall  also  be  open  to  the  public  except  where  circumstances 
require  closed  sessions  and  procedures  to  close  a  meeting  have 
been  foUov^ed; 

(15)  To  carry  out  all  other  duties  and  responsibilities  imposed  upon 
the  CHIB  and  the  board  of  directors  and  to  exercise  all  powers 
necessary  to  accomplish  the  purposes  of  this  Act. 

L.       The  executive  director  hired  by  the  board  of  directors  shall  be  subject  to 
the  conflict  of  interest  provision  as  well  as  the  restriction  on  holding 
any  other  public  office  in  subsection  (F)  of  this  section.  The  executive 
director  may  not  be  a  candidate  for  the  Board  of  Directors  while  serving 
as  executive  director.   All  candidates  for  executive  director  must  submit 
a  statement  of  financial  intejest  as  is  required  of  board  members  and 
the  executive  director  shall  be  required  to  file  such  a  statement 
annually.   In  addition,  the  executive  director  must  covenant  not  to  take 
a  position  as  an  agent,  representative,  licensee  or  employee  of  the 
[Department  of  Insurance  or  Public  Health],  or  any  health  care 
[provider,  carrier/health  plan,  or  alliance]  for  one  year  after  serving  as 
executive  director. 

M.       All  directors  except  the  executive  director  will  receive  not  more  than 
[$2000]  annually  in  compensation  and  will  be  reimbursed  for  actual 
reasonable  expenses  incurred  in  the  performance  of  their  duties. 

Section  4.       Funding  System  for  the  Corporation 

A.       The  CHIB  shall  be  funded  by  voluntary  donations  from  its  members 
and  through  other  grants  and  donations,  including  intervenor 
compensation  funds  for  which  it  might  be  eligible  or  litigation  awards, 
subject  to  the  restriction  that  no  gift,  loan,  grant  or  other  aid  shall  be 
accepted  from  any  health  care  [provider,  carrier/health  plan,  or 
alliance]  or  any  employee,  director,  consultant,  attorney  or  any  agent  or 
other  representative  of  any  health  care  [provider,  carrier/health  plan, 
or  alliance],  nor  any  private  individual  or  entity  that  is  in  any  way 
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affiliated  with  a  licensee  of  the  (Department  of  Insurance],  including  an 
agent  of  a  licensee  or  a  party  receiving  compensation  from  a  licensee  or 
agent  of  a  licensee. 

The  CHIB  shall  prepare  an  enclosure  soliciting  voluntary  membership 
contributions  which  shall  be  furnished  to  any  state  agency  and 
included,  upon  the  request  of  the  CHIB,  in  any  mailing  by  that  agency 
to  at  least  [1000]  individuals,  subject  to  the  following  requirements: 

(1)  Upon  furnishing  any  state  agency  the  enclosure  permitted 
by  this  subsection,  the  CHIB  shall  certify  that  the  enclosure  is 
neither  false  nor  misleading. 

(2)  If  the  agency  finds  the  enclosure  to  be  false  or  misleading,  it 
must  notify  the  CHIB  and  provide  opportunity  for  the  CHIB  to 
correct  the  enclosure  expeditiously.  If  the  CHIB  refuses  to 
modify  the  enclosure,  the  state  agency  may  submit  its  complaint 
in  writing  to  the  ^Commissioner],  who  shall  review  the 
enclosure  within  30  days,  and  may  disapprove  the  enclosure  if  it 
is  false  or  nnisleading.   Upon  submitting  its  complaint,  the 
agency  may  proceed  with  regularly  scheduled  mailings  imtil 
notified  by  the  [Commissioner]. 

(3)  The  CHIB  will  reimburse  the  state  agency  for  the  reasonable 
incremental  postage  and  handling  costs  incurred  as  a  result  of 
compliance  with  this  subsection,  provided  that  an  itemized 
accounting  of  the  additional  costs  is  received  prior  to  the  costs 
being  incurred. 

The  CHIB  shall  prepare  and  furnish  any  [purchasing  alliance]  operating 
in  the  state  a  notice  insert  soliciting  voluntary  membership 
contributions  which  shall  be  included,  upon  the  request  of  the  CHIB,  in 
any  mailing  by  such  alliance  to  at  least  [1000]  individuals,  subject  to  the 
following  requirements: 

(1)  The  notice  insert  must  contain  neutral  language  intended  to 
inform  a  consumer  of  the  existence  and  purpose  of  the  CHIB,  its 
organization  and  funding  mechanism,  the  rights  of 
membership,  and  the  process  for  joining.   The  CHIB  shall  certify 
that  the  notice  is  neither  biased  nor  expressly  contradictory  to  the 
views  of  the  [purchasing  alliance]. 

(2)  No  [purchasing  alliance]  is  required  to  enclose  a  notice  insert  in 
its  mailings  more  than  [four]  times  per  year. 


phone  (617)  451-2482  •  fax  (617)  695-0562 
11 


c^Tje   on 


110 


(3)       If  the  [purchasing  alliance]  objects  to  the  language  of  an  insert 
because  it  is  biased  or  expressly  contradictory  to  the  views  of  the 
[purchasing  alliance],  it  must  notify  the  CHIB  and  provide 
opportunity  for  the  CHIB  to  correct  the  enclosure  expeditiously. 
If  the  CHIB  refuses  to  modify  the  insert  the  [alliance]  may  submit 
its  complaint  in  v^^riting  to  the  [Commissioner],  who  shall 
review  the  insert  witliin  30  days,  and  may  disapprove  the  insert 
if  it  contains  biased  or  expressly  contradictory  language.  Upon 
submitting  its  complaint,  the  [alliance]  may  proceed  with 
regularly  scheduled  mailings  until  notified  by  the 
[Commissioner]. 

(4)       The  CHIB  will  reimburse  the  [purchasing  alliance]  for  the 

reasonable  incremental  postage  and  handling  costs  incurred  as  a 
result  of  compliance  with  this  subsection,  provided  that  an 
itemized  accounting  of  the  additional  costs  is  received  prior  to 
the  costs  being  incurred. 

D.        The  CHIB  shall  prepare  and  furnish  any  [carrier/health  plan]  operating 
in  the  state  a  notice  insert  soliciting  voluntary  membership 
contributions  which  shall  be  included,  upon  the  request  of  the  CHIB,  in 
any  mailing  by  such  [carrier/health  plan]  to  at  least  [1000]  individuals, 
subject  to  the  following  requirements: 

(1)  The  notice  insert  must  contain  neutral  language  intended  to 
inform  a  consumer  of  the  existence  and  purpose  of  the  CHIB,  its 
organization  and  funding  mechanism,  the  rights  of 
membership,  and  the  process  for  joining.  The  CHIB  shall  certify 
that  the  notice  is  neither  biased  nor  expressly  contradictory  to  the 
views  of  the  [carrier/health  plan]. 

(2)  No  [carrier/health  plan]  is  required  to  enclose  a  notice  insert  in 
its  mailings  more  than  [four]  times  per  year. 

(3)  If  the  [carrier/health  plan]  objects  to  the  language  of  an  insert 
because  it  is  biased  or  expressly  contradictory  to  the  views  of  the 
[carrier/health  plan],  it  must  notify  the  CHIB  and  provide 
opportunity  for  the  CHIB  to  correct  the  enclosure  expeditiously. 
If  the  CHIB  refuses  to  modify  the  insert  the  [carrier/health  plan] 
may  submit  its  complaint  in  writing  to  the  [Commissioner],  who 
shall  review  the  insert  within  30  days,  and  may  disapprove  the 
insert  if  it  contains  biased  or  expressly  contradictory  language. 
Upon  submitting  its  complaint,  the  agency  may  proceed  with 

•   regularly  scheduled  mailings  until  notified  by  the 
[Commissioner]. 
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(4)        The  CHIB  will  reimburse  the  [carrier/health  plan]  for  the 

reasonable  incremental  postage  and  handling  costs  incurred  as  a 
result  of  compliance  with  this  subsection,  provided  that  an 
itemized  accounting  of  the  additional  costs  is  received  prior  to 
the  costs  being  incurred. 

Section  5.       Powers  and  Duties  of  the  Corporation 

The  Consumer  Health  Insurance  Board  shall  have  the  following  powers  and  duties: 

A.  Advise  the  [Commissioner  of  Insurance  and  Secretary  of  Public  Health] 
on  behalf  of  health  care  consumers  of  the  State  regarding  policies  and 
practices  in  the  provision  and  delivery  of  health  care  services  and 
regulation  of  providers,  carriers/health  plans  and  alliances; 

B.  Educate  and  assist  consumers  as  individuals  or  collectively  concerning 
preparation  and  submission  of  claims  or  disputes  to  the  Commissioner 
or  any  other  entity  in  regard  to  provision  and  delivery  of  health  care 
services; 

C.  Represent  and  promote  the  interests  of  consumers  individually  or  as  a 
class  before  any  administrative  or  judicial  body,  and  before  any  local, 
state,  and  federal  legislative  or  policymaking  bodies; 

D.  Initiate,  maintain,  or  participate  in  any  proceeding  related  to  health 
care  services  which  affects  the  interests  of  consumers,  for  which  it  shall 
have  standing,  including  standing  to  bring  suit,  except  that  the  CHIB 
shall  not  represent  any  person  in  any  action  for  compensation  for 
injury  or  damages  arising  from  any  provision  of  health  care  services  or 
health  insurance; 

E.  Conduct  and  support  research,  surveys,  conferences  and  public 
information  activities  concerning  health  care  services,  (providers, 
carriers/health  plans  and  alliances]; 

F.  Develop  proposals  to  improve  the  delivery  and  quality  of  health  care 
services; 

G.  Inform  consumers  about  the  existence  of  the  CHIB,  including 
procedures  for  obtaining  membership,  and  to  take  affirmative 
measures  to  encourage  membership  by  low  and  moderate  income  and 
minority  consumers; 

H.        Perform  all  acts  necessary  or  expedient  for  the  administration  of  its 
affairs  and  the  attainment  of  its  purpose. 
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Section  6.       Construction  and  Severability 

A.  This  Act,  being  necessary  for  the  welfare  of  the  state  and  its 
inhabitants,  shall  be  liberally  construed  to  effect  its  purposes. 

B.  Nothing  in  this  Act  shall  be  construed  to  limit  the  right  of 

any  individual,  group,  or  class  of  individuals  to  initiate,  intervene  in, 
or  otherwise  participate  in  any  proceeding  before  any  administrative, 
judicial,  or  legislative  bodies;  nor  to  require  any  petition  or  notification 
to  the  CHIB  as  a  condition  precedent  to  any  such  right;  nor  to  relieve 
any  agency,  court  or  otlier  public  body  of  any  obligation,  or  affect  its 
discretion  to  permit  intervention  or  participation  by  a  consumer  or 
group  of  consumers  in  any  proceeding  or  activity;  nor  to  limit  the  right 
of  any  individual  or  individuals  to  obtain  administrative  or  judicial 
review. 

C.  If  any  clause,  sentence,  paragraph  or  part  of  this  Act  or  the 
application  thereof  be  adjudged  by  a  court  of  competent  jurisdiction  to 
be  invalid,  such  judgment  shall  not  affect,  impair  or  invahdate  the 
remainder,  and  the  application  tl\ereof,  but  shall  be  confined  in  its 
operation  to  the  clause,  sentence,  paragraph  or  part  thereof  directly 
involved  in  the  controversy  in  which  such  judgment  shall  have  been 
rendered. 
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Mr.  Towns.  Mr.  Wetzell. 

Mr.  Wetzell.  Thank  you,  Mr.  Chairman. 

My  name  is  Steve  Wetzell.  I  am  executive  director  of  the  Busi- 
ness Health  Care  Action  Group,  a  buying  coalition  headquartered 
in  the  Twin  Cities,  purchasing  health  care  on  behalf  of  about  a 
quarter  of  a  million  employees,  retirees  and  their  families  over  a 
5-State  region. 

And  the  first  thing  I  would  like  to  do  is  to  go  on  record,  Mr. 
Chair,  as  advocating  Federal  reform  this  year.  Our  employers  are 
large.  They  are  self-insured.  A  number  of  large  self-insured  compa- 
nies have  gone  on  record  saying  there  isn't  a  problem^  We  believe 
there  needs  to  be  Federal  reform,  and  we  believe  it  needs  to  be  this 
year,  and  we  want  to  go  on  record  as  saying  that. 

We  also  believe  that  we  are  demonstrating  that  the  large  employ- 
ers can  play  a  constructive  role  in  market  reform.  Not  only  for  the 
people  that  we  insure;  namely,  our  employees,  our  retirees  and 
their  families,  but  for  the  broader  community.  If  we  set  the  stand- 
ards to  drive  providers  and  health  plans  to  compete  based  on  qual- 
ity and  cost  containment  rather  than  ability  to  underwrite  and  se- 
lect best  risk  in  the  community,  we  believe  that  benefits  the  entire 
community,  not  just  the  people  we  insure. 

We  have  21  member  companies.  We  are  all  self-insured.  We  all 
bear  our  own  risk.  It  is  a  critical  point  we  want  to  make  that  when 
employers  are  allowed  to  self-insure  it  does  give  them  significant 
incentives  to  buy  and  control  costs  and  improve  qualities,  because 
they  have  a  direct  vested  interest  in  reforming  the  market  that 
they  buy  in  when  they  bear  their  own  risk.  Although  we  do  believe 
that  it  is  appropriate  for  the  Federal  Government  to  set  standards 
to  limit  the  size  of  an  employer  that  elects  to  self-insure  so  there 
isn't  abuse  of  the  self-insurance  system. 

We  have  negotiated  a  common  health  plan.  All  21  companies 
have  the  same  standard  set  of  benefits.  We  advocate  a  Federal  ben- 
efit package  to  provide  consumer  protection. 

We  do  not  favor  State-by-State  packages  for  a  couple  of  reasons. 
We  believe  it  will  confuse  consumers  because  it  is  interstate  com- 
merce. Consumers  move  across  State  lines.  They  commute  across 
State  lines.  And  we  fear  that  if  standard  benefit  sets  are  given  to 
the  States  it  may  get  politicized  and  we  may  not  make  rational  pol- 
icy decisions  on  standard  benefits. 

We  have  issued  our  contracts  to  providers  based  primarily  on  the 
assumption  that  providers  improve  quality  cost  containment  will 
automatically  follow.  We  have  not  negotiated  discounts.  Our  con- 
tracts are  awarded  based  on  provider  commitment  to  working  col- 
lectively within  organized  systems  of  care  to  define  what  is  the  best 
practice  standard  for  medicine,  eliminate  ways  to  measure  patient 
outcomes  and  continuously  improve  the  process  of  delivering  care. 

And  we  are  already  seeing  signs  in  our  process  where  we  may 
be  able  to  eliminate  as  many  as  15  percent  of  the  office  visits  that 
currently  occur  in  our  managed  care  plans  in  the  community  and 
actually  improve  the  quality  of  care  in  the  process. 

So,  our  philosophy  is  that  the  key  to  cost  containment  is  quality 
improvement  and  that  you  don't  have  to  reduce  quality  in  exchange 
for  controlling  costs. 
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We  operate  our  coalition  with  a  staff  of  two  full-time  profes- 
sionals and  one  part-time  administrative  staffperson,  and  the  re- 
sources to  support  the  coalition's  work  are  primarily  provided 
through  volunteer  time  from  our  member  employers. 

Our  annual  budget  is  less  than  one  half  of  1  percent  of  total  ex- 
penditures for  the  member  companies  on  the  health  plan  we  offer. 

The  written  testimony  that  we  provided  gives  our  results  and  I 
won't  brag  about  them  today,  but  we  have  had  pretty  impressive 
results  so  far.  The  key  point  we  want  to  make  is  we  believe  that 
our  results  are  not  at  the  expense  of  businesses  and  purchasers  in 
our  community  that  aren't  in  the  coalition.  We  do  not  actively  en- 
gage in  cost  shifting  by  negotiating  discounts. 

Our  focus  is  on  making  providers  accountable,  to  define  what 
care  is  necessary  not  only  for  the  people  that  we  cover  but  for  every 
patient  that  walks  in  their  door.  And  we  believe  that  that  is  a  con- 
structive role  for  the  community  that  makes  the  system  more  effi- 
cient, will  make  it  more  accessible  without  creating  cost  shifting 
between  the  big  powerful  purchasers  and  the  smaller  employers 
and  those  individuals  bu3dng  in  the  individual  market  that  don't 
have  the  clout  that  we  have. 

We  believe  that  Federal  standards  should  be  established  to  regu- 
late the  activities  of  purchasing  cooperatives,  and  we  strongly  favor 
Federal  standards  over  State  standards.  I  agree  with  Mr.  Adkins' 
testimony,  with  the  exception  that  we  do  strongly  fear  excessive 
power  given  to  the  States  largely  because  the  stakeholders  that  I 
represent  are  interstate  employers  that  do  business  in  all  50  States 
and  the  District  of  Columbia,  and  we  do  prefer  Federal  standards 
over  State  standards. 

We  think  cooperatives  should  be  voluntary  and  competing,  not 
mandatory  or  monopolistic.  Because  health  care  consumption  and 
purchasing  isn't  based  on  State  boundaries,  we  do  think  Federal 
standards  are  appropriate. 

We  believe  that  rules  should  maintain  incentives  for  cooperatives 
to  improve  quality  and  cost.  That  it  shouldn't  just  be  a  price  issue. 
That  there  should  be  standards  that  assess  our  ability  to  buy  based 
on  quality  also.  That  it  should  not  be  purely  driven  by  what  kind 
of  premiums  or  fees  we  can  negotiate  with  our  providers.  There  has 
to  be  accountability  for  quality  of  the  products  we  offer. 

We  believe  that  both  self-insured  and  insured  models  should  be 
permitted  under  the  Federal  rules.  A  technical  issue  that  we  prob- 
ably can't  get  into  a  lot  of  detail  today,  but  current  Federal  rules 
under  ERISA,  the  law  that  protects  multi-State  employers  from 
State  regulation,  inhibit  us  from  negotiating  risk-sharing  arrange- 
ments through  direct  contracting  with  providers,  and  that  is  a  real 
barrier  to  innovation.  So,  we  would  like  the  Federal  Government 
to  consider  rules  that  would  allow  self-insured  employers  and  coali- 
tions to  directly  contract  with  providers  entering  into  risk-sharing 
arrangements  without  falling  under  State  regulation. 

Underwriting  reform  is  essential.  Cooperatives  cannot  survive  if 
the  insurance  industry  continues  to  compete  based  on  its  ability  to 
pick  healthy  people  to  insure.  So,  I  think  it  is  a  given,  and  we  are 
encouraged  that  both  parties  and  Congress  and  the  administration 
seem  to  be  reaching  a  consensus  that  underwriting  reform  is  abso- 
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lutely  essential  as  a  cornerstone  to  health  care  reform,  and  we  ad- 
vocate that. 

A  concern  we  do  have  is  the  acceleration  of  anti-managed  care 
rules  at  the  State  level  and  discussion  at  the  Federal  level.  Any 
willing  provider  is  one  of  those  issues  that  is  being  discussed. 

We  want  a  contract  with  our  providers  on  behalf  of  our  employ- 
ees and  our  retirees  and  their  families  based  on  their  commitment 
to  quality.  And,  if  we  have  rules  that  mandate  that  we  contract 
with  every  provider  that  is  willing  to  agree  to  a  specified  fee  sched- 
ule, we  can't  control  the  most  critical  part  of  the  equation,  and  that 
is  rewarding  providers  for  quality  with  more  market  share.  So,  we 
would  like  to  see  Federal  rules  that  prohibit  States  from  passing 
laws  that  limit  our  ability  to  negotiate  with  providers  based  on 
quality  and  cost. 

We  believe  that  it  is  appropriate  to  have  rules  to  protect  consum- 
ers against  cooperatives  that  are  organized  to  cherry-pick  risk.  And 
I  think  Mr.  Adkins  testified  to  this  very  well.  We  fear  that  the  co- 
operatives will  start  doing  what  the  insurance  companies  have 
done  historically  and  very  well.  They  will  contract  around  the  high 
risk  populations,  around  the  minority  populations,  and  we  are  not 
going  to  solve  the  problem.  So,  rules  should  be  established  that  re- 
quire the  cooperatives  contract  with  providers  throughout  a  speci- 
fied geographic  area  to  eliminate  that  kind  of  game  pla3dng  both 
in  the  insurance  industry  and  among  these  cooperatives  and  alli- 
ances. 

And  we  also  believe  in  strong  consumer  protection.  Cooperatives 
should  have  solvency  requirements  to  make  sure  they  have  ade- 
quate reserves  to  pay  for  the  promise  to  cover  the  people  that  en- 
roll in  most  cooperatives.  There  should  be  rights  to  appeal  for  con- 
sumers. And  there  should  be  a  standard  benefit  set  at  the  Federal 
level  so  consumers  have  a  floor  that  they  can't  fall  below  and  they 
know  what  their  protection  is. 

Thank  you,  Mr.  Chairman. 

Mr.  Towns.  Thank  you  very  much  for  your  testimony. 

[The  prepared  statement  of  Mr.  Wetzell  follows:] 
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Highlights  of  Testimony  of  the  Business  Health  Care  Action  Group 
Human  Resources  and  Intergovernmental  Relations  Subcommittee 
of  the  Committee  on  Government  Operations 
June  30,  1994 

Mr.  Steve  Wetzell 

Executive  Director  of  the  Business  Health  Care  Action  Group 

Minneapolis,  Minnesota 

Facts  regarding  the  Business  Health  Care  Action  Group  (BHCAG) 

•  Minneapolis/St.  Paul  group  purchasing  organization. 

•  21  self-insured  employers  who  have  developed  health  plan  offered  to  250,000 
employees,  retirees  and  their  families  in  Minnesota,  western  Wisconsin,  eastern 
North  and  South  Dakota,  and  northern  Iowa  -  member  companies  include; 

Bemis  Company,  Inc.  Medtronic 

Cargill,  Inc.  Minnegasco 

Carlson  Companies  Minnesota  Mutual 

Cenex  Northern  States  Power  Company 

Ceridian  Corporation  Norwest  Corporation 

Dayton  Hudson  Corporation  Pillsbury  Company 

First  Bank  System  Rosemount,  Inc. 

General  Mills,  Inc.  SUPERVALU  INC. 

Honeywell  Inc.  Tennant 

EDS  Financial  Services,  Inc.  3M 

Land  O'  Lakes 

•  Member  employers  provide  health  care  coverage  for  more  than  1 . 5  million 
Americans  in  all  50  states  and  District  of  Columbia. 

•  Annual  health  care  expenditures  in  the  region  exceed  $500  million  and  $1.5  billion 
nationwide. 

•  Reform  is  based  on  improved  quality,  increased  provider  accountability  and 
competition,  increased  consumer  knowledge  and  responsibility,  and  enhanced 
efficiency  of  the  health  care  system. 

•  ERISA  preemption  and  freedom  from  state-by-state  regulation  has  encouraged  this 
innovative  approach  to  develop  systems  that  improve  quality  and  access  while 
containing  costs. 
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Key  features  ofBHCAG  reform  activity 

•  Common  health  plan  design  and  administration  effective  1/1/93. 

•  Self-insured  "Point-of-Service"  benefit  design  that  includes  comprehensive  major 
medical,  preventive  care,  mental  health,  substance  abuse  and  pharmacy  benefits. 

•  Vertically  integrated  network  of  contracted  providers  which  offers  consumers 
freedom  to  choose  physicians  while  offering  financial  incentives  to  use  the  most 
cost  effective,  high  quality  health  care  professionals. 

•  Administrative  services  provided  through  local  health  plan. 

•  Health  care  professionals  and  employers  working  together  to  define  and  measure 
quality  standards,  assess  new  technologies,  and  develop  and  offer  consumer 
education  courses  at  the  work  site. 

•  Plan  offered  to  eligible  employees,  retirees  and  dependents  of  member  employers. 

•  Coalition  governed  by  member  employer  Human  Resource  executives. 

•  Coalition  staff  of  two  full  time  professionals  and  one  part  time  administrative 
assistant  -  1994  coalition  budget  is  $500,000. 

Results 

•  100,000  enrolled  members  in  five  states. 

•  First  year  savings  of  1 1%  compared  to  other  managed  care  products  in  Minnesota. 
Cost  about  30%  below  national  average. 

•  Savings  due  to  improved  efficiency  and  reduced  utilization  which  benefits  all 
purchasers,  not  due  to  additional  discounts  which  would  be  cost  shifted  to  other 
payers. 

•  1993  average  cost  of  $2,500  per  employee  -  average  family  size  of  2  1  people 
means  average  annual  cost  of  $1,200  per  covered  life. 

•  Administrative  costs  are  8%  to  10%  of  total  plan  expenses,  coalition  budget  less 
than  1%  of  total  plan  cost. 

•  Current  annual  rate  of  increase  of  4%  -  5%,  which  is  significantly  less  than  state 
expenditure  targets. 

•  No  increase  in  administrative  costs  from  1993  to  1994. 
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General  Public  Policy  Issues  Pertaining  to  Purchasing  Cooperatives 

Cooperatives  should  be  voluntary  and  competing. 

Health  care  consumption/purchasing  is  not  based  on  state  boundaries  -  federal 
guidelines  preferred  over  state-by-state  regulation. 

Rules  should  maintain  incentives  for  Cooperatives  to  improve  quality  and  contain 
cost. 

Both  self-insured  and  insured  models  should  be  permitted. 

Federal  rules  to  allow  multi-state  self-insured  employers  and  cooperatives  to 
negotiate  risk  sharing  contracts  with  providers  without  falling  under  state 
regulation. 

Underwriting  reform  essential  to  support  formation  of  Cooperatives  for  smaller 
businesses. 

"Anti-managed  Care"  rules  should  be  prohibited  to  allow  Cooperatives  to  contract 
with  providers  and  plans  based  on  quality  and  cost. 

Rules  appropriate  to  protect  against  Cooperatives  which  "cherry-pick"  risk. 

Consumer  protection  through  solvency  requirements,  rights  to  appeal,  and 
standard  benefits  sets. 
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Testimony  of  Business  Health  Care  Action  Group 
Human  Resources  and  Intergovernmental  Relations  Subcommittee 
of  the  Committee  on  Government  Operations 
June  30,  199  4 

Mr.  Steve  Wetzell 

Executive  Director  of  the  Business  Health  Care  Action  Group 

Minneapolis,  Minnesota 

Mr.  Chairman  and  members  of  the  committee,  I  am  Steve  Wetzell,  executive  director  of 
the  Business  Health  Care  Action  Group.  On  behalf  of  our  21  member  employers,  I  would 
like  to  express  our  sincere  appreciation  for  the  opportunity  to  testify  today  on  our 
experience  operating  a  health  care  purchasing  cooperative. 

fVhoWeAre 

Prior  to  addressing  regulations  of  health  care  purchasing  cooperatives,  it  may  be  helpful  to 
provide  some  background  information  about  the  Business  Health  Care  Action  Group 
(BHCAG)  and  how  it  benefits  the  regional  and  national  health  care  market.  The  BHCAG 
strongly  believes  that  the  private  sector  can  and  should  play  a  significant  role  in  solving 
our  nation's  health  care  problems.  We  believe  we  have  developed  a  model  for  private 
sector  based  reform  that  can  improve  the  quality  and  access  to  care  and  control  costs 
without  cost  shifting  to  other  health  care  purchasers. 

BHCAG  membership  currently  includes  twenty  one,  large  self-insured  employers.  Our 
member  companies  include; 

Bemis  Company,  Inc.  Medtronic,  Inc. 

Cargill,  Inc.  Minnegasco 

Carlson  Companies  Minnesota  Mutual 

Cenex  Norwest  Corporation 

Ceridian  Corporation  Northern  States  Power  Company 

Dayton  Hudson  Corporation  The  Pillsbury  Company 

First  Bank  System  Rosemount  Inc. 

General  Mills,  Inc.  SUPERVALU  INC. 

Honeywell  Inc.  TENNANT 

IDS  Financial  Services,  Inc.  3M 

Land  O'  Lakes 

This  coalition  has  developed  a  self-insured  health  plan  which  member  companies  offer  to 
more  than  250,000  people  in  Minnesota,  western  Wisconsin,  eastern  North  and  South 
Dakota,  and  northern  Iowa.  The  employers  and  their  employees  spend  about  S500  million 
annually  pn  health  care  services  within  the  region.  Collectively,  the  member  employers  of 
the  BHCAG  provide  health  care  coverage  for  more  than  1.5  million  Americans  residing  in 
all  50  states  and  the  District  of  Columbia  at  an  annual  expense  of  about  $15  billion. 
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We  have  agreed  to  a  common  comprehensive  benefit  plan,  contracted  with  the  same 
network  of  health  care  providers,  and  negotiated  a  long  term  contract  with  regional  health 
care  providers  which  contains  aggressive  quality  and  cost  guarantees. 

The  coalition  has  a  staff  of  two  full  time  professionals  and  one  part  time  administrative 
assistant.  The  1994  budget  to  support  direct  coalition  expenditures  is  $500,000.  The 
BHCAG  is  incorporated  as  a  for-profit  entity,  although  the  coalition  has  no  intent  to 
create  "profits"  from  its  activities.   Although  a  not-for-profit  structure  was  preferred,  a 
for-profit  structure  was  established  because  this  was  the  most  cost  effective  method  to 
create  a  corporate  structure  without  imposing  an  additional  legal  and  administrative 
burden  to  demonstrate  the  organization  would  qualify  as  a  non-profit  entity    The 
coalition's  budget  is  supported  by  cash  contributions  fi^om  its  member  employers.  In 
addition,  significant  volunteer  resources  are  provided  by  member  employers  to  support 
coalition  activities.  The  coalition  is  governed  by  a  board  of  directors  made  up  of  senior 
human  resource  professionals  representing  the  member  employers 

Our  primary  goal  is  to  provide  our  employees,  retirees  and  their  families  with  high  quality, 
affordable  health  care  by  creating  provider  accountability  for  quality  health  outcomes  and 
defining  the  care  that  is  necessary  to  treat  patients  in  the  most  cost  effective  manner.  We 
also  are  using  this  model  to  develop  similar  competing  health  plans  in  the  region  and 
across  the  country    We  believe  we  have  demonstrated  our  ability  to  meet  these  objectives 
without  cost  shifting  to  other  purchasers  or  requiring  the  burden  of  state  regulatory 
requirements. 

We  believe  that  employers  who  purchase  health  care  can  use  their  influence  as  a  catalyst 
for  market  based  progressive  reforms,  not  only  for  those  to  whom  we  provide  coverage, 
but  also  for  the  community  as  a  whole    This  approach  to  delivery  system  reform  will 
benefit  consumers,  purchasers,  and  providers  who  deliver  high  quality,  cost  effective  care. 
We  believe  that  the  experience  gained  through  this  initiative  can  be  applied  to  health  care 
reform  on  a  broader  basis. 

What  We  Have  Accomplished 

Participating  BHCAG  companies  began  introducing  a  new  health  care  plan  designed 
around  these  principles  effective  January  1,  1993.  Our  results  have  been  impressive: 

•  Although  most  BHCAG  member  employers  offer  several  other  health  plans  to  their 
employees  and  retirees,  including  HMOs,  PPOs  and  traditional  fee-for-service 
indemnity  plans,  more  than  100,000  of  250,000  eligible  employees,  retirees  and  their 
dependents  have  voluntarily  enrolled  in  the  coalition's  health  plan. 

•  The  coalition  has  grown  fi-om  14  to  21  employers  with  no  money  spent  on  "marketing" 
the  coalition  to  other  employers  in  the  community. 
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The  plan  offers  comprehensive  benefits.  The  plan  generally  provides  100%  coverage 
after  reasonable  copayments  are  made  by  plan  participants  when  contracted  providers 
are  used    In  addition  to  comprehensive  coverage  for  catastrophic  health  care  needs, 
the  plan  covers  preventive  care,  mental  health,  substance  abuse  and  prescription  drugs. 

The  plan  protects  the  members  right  to  choose  their  own  physician  while  offering 
financial  incentives  to  use  the  most  cost  effective,  high  quality  providers. 

The  cost  to  cover  each  employee  in  1993  was  only  $2,500.  With  each  employee 
having  an  average  family  size  of  2. 1  lives,  the  average  cost  for  each  covered  member 
of  the  plan  was  S  1,200. 

Overall  costs  were  reduced  1 1%  in  1993  compared  to  similar  HMO  products  currently 
available  in  the  region.  Cost  reductions  were  largely  due  to  reduced  utilization  and 
improved  efficiency,  not  due  to  provider  'discounts'  which  would  result  in  cost  shifting 
to  other  purchasers. 

Administrative  costs  were  8%  -  10%  of  total  plan  costs,  including  the  costs  to  conduct 
coalition  activities,  and  will  not  increase  in  1994    The  coalition's  budget  was  less  than 
1%  of  total  health  care  expenditures  for  the  health  plan. 

The  annual  rate  of  increase  in  plan  cost  is  4%  -  5%,  significantly  below  recently  passed 
state  targets  on  health  care  cost  increases  which  apply  to  state  regulated  purchasers. 

Contracted  providers  have  developed  and  agreed  to  follow  common  practice  standards 
to  assure  consistent,  high  quahty  care  for  plan  participants. 

Contracted  providers  have  agreed  to  and  are  providing  data  to  measure  patient 
outcomes  to  document  and  improve  the  quality  of  care. 

Contracted  providers  and  purchasers  are  jointly  assessing  new  medical  technologies  to 
assure  that  resources  are  allocated  to  procedures  and  medical  devices  with  a  proven 
benefit  to  patients. 

Contracted  providers  have  developed  a  prototype  for  an  automated  medical  record  to 
facilitate  the  collection  of  data  to  measure  patient  outcomes  and  more  efficiently 
gather  information  to  support  quality  improvement  and  cost  containment. 

Contracted  providers  and  BHCAG  member  employers  are  developing  health  education 
classes  which  will  be  offered  at  the  worksites  of  coalition  members. 

An  annual  member  satisfaction  survey  will  be  conducted  to  solicit  consumer  feedback 
and  maintain  accountability  for  the  overall  value  of  the  health  plan  to  its  participants. 
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•  Effons  are  underway  to  create  an  insured  product  for  small  employers  to  allow 
businesses  of  all  sizes  to  participate  in  and  benefit  from  coalition  activities 

•  Additional  coalition  sponsored  plans  will  be  developed  and  compete  with  the  initial 
plan. 

•  Three  other  coalitions  have  adapted  our  model  to  stimulate  similar  market  changes  in 
Dayton,  Ohio,  Rockford,  Illinois  and  Des  Moines,  Iowa.  Employers  in  San  Francisco, 
St.  Louis,  Baton  Rouge,  Grand  Forks,  Michigan  and  Phoenix  have  requested 
information  on  our  activities  and  are  considering  similar  private  sector  initiatives 
modeled  after  our  project. 

•  Health  care  providers  from  New  York,  Oregon,  Arizona,  California,  Washington, 
Illinois,  Michigan,  Ohio,  Kansas,  Wisconsin,  and  Texas  have  requested  information 
regarding  our  purchasing  initiative  to  begin  preparing  for  similar  private  sector 
purchaser  expectations  in  those  states. 

The  Minnesota  Health  Care  Market 

"Managed  Care"  is  not  a  new  concept  in  the  Twin  Cities  of  Minneapolis  and  St.  Paul. 
Driven  by  the  demands  of  private  purchasers,  organized  systems  of  care  have  been 
evolving  for  many  years. 

At  the  time  the  BHCAG  decided  to  engage  in  a  group  purchasing  initiative,  the  market 
was  dominated  by  state  regulated  Health  Maintenance  Organizations  (HMOs)  and 
Preferred  Provider  Organizations  (PPOs).  It  is  estimated  that  about  70%  of  the  residents 
of  the  greater  Minneapolis/St.  Paul  urban  area  are  currently  enrolled  in  various  forms  of 
'managed  care'  health  plans  featuring  contracted  relationships  between  providers  and 
insurance  carriers  or  health  maintenance  organizations.  In  addition,  the  market  has 
significant  numbers  of  large  group  medical  practices  and  multi-specialty  clinics.  Health 
care  costs  in  the  Twin  Cities  are  about  18%  below  the  national  average  largely  due  to  the 
impact  of  managed  care  products  and  organized  systems  of  care  in  the  market  place  which 
have  been  created  in  response  to  private  sector  purchaser  demands 

In  spite  of  this  high  penetration  of  managed  care  products,  the  member  employers  of  the 
BHCAG  observed  that  there  was  need  for  improvement  in  the  quality  and  efficiency  of  the 
health  care  system.  Meaningflil  quality  data  about  competing  health  plans  and  provider 
networks  was  not  available  to  consumers  or  purchasers.  Because  providers  were 
contracted  with  multiple  managed  care  and  insurance  vendors,  there  was  no  real  incentive 
at  the  individual  hospital  or  clinic  level  to  compete  for  patients  based  on  quality  and  cost. 

In  addition,  managed  care  contracts  with  providers  were  largely  based  on  discount  fee  for 
service  arrangements.  While  addressing  unit  pricing,  this  approach  did  not  get  at  the  issue 
of  quality  or  ineffective  and  unnecessary  care    In  addition,  like  Medicare/Medicaid 
reimbursement  policies  over  the  past  several  years,  the  extensive  use  of  discounts  in 


123 


managed  care  products  to  generate  "savings"  resulted  in  significant  cost  shifting  by  health 
care  providers  within  the  Twin  Cities  market  to  participants  in  non-managed  care  (i  e  - 
indemnity)  health  plans.  Medical  inflation  rates,  while  running  well  below  the  national 
average,  still  exceeded  real  growth  in  the  economy 

In  this  environment,  BHCAG  decided  that  purchasers,  working  directly  with  preferred 
providers  in  a  long  term  arrangement,  could  improve  on  the  current  health  care  delivery 
system. 

Recently,  the  Minnesota  legislature  has  passed  a  series  of  laws  which  will  apply  to  the 
Minnesota  health  care  market.  Although  the.theory  upon  which  the  Mnnesota  legislation 
was  based  would  support  a  competitive,  relatively  unregulated  market  place,  the  state 
legislature  and  the  administration  appear  to  moving  more  and  more  towards  a  highly 
regulatory  approach  with  numerous  rules  which  would  limit  the  creativity  and  innovation 
of  the  private  sector  if  it  fell  under  the  new  rules. 

As  multi-state  employers  who  are  engaged  in  a  regional  collective  purchasing  activity,  the 
member  employers  of  the  BHCAG  strongly  endorse  federal  standards  which  regulate 
purchasing  alliances  and  self-insured  plans  over  conflicting  and  oftentimes  anti-competitive 
rules  established  on  a  state-by-state  basis. 

Federal  Regulation  of  Health  Care  Purchasing  Cooperatives 

As  advocates  of  a  competitive  approach  to  improve  quality,  access  and  affordability  of 
health  care,  the  BHCAG  suppons  the  creation  of  a  regulatory  environment  which 
stimulates  the  development  of  voluntary,  competing  health  care  purchasing  cooperatives. 
We  believe  that  government  or  private  sector  operated  purchasing  monopolies  will  not  do 
the  best  job  of  improving  quality  or  containing  costs.  However,  certain  general  rules  are 
appropriate  to  assure  that  competing,  voluntary  cooperatives  operate  in  a  way  which 
serves  the  public  interest. 

Because  health  care  purchasing  is  an  interstate  enterprise,  we  advocate  federal  rules  to 
regulate  the  activities  of  purchasing  cooperatives.  These  rules  should  maintain  incentives 
for  these  cooperatives  to  improve  quality,  access  and  cost.  For  example,  if  rules  required 
pure  "community  rating,"  cooperatives  would  not  have  incentives  to  improve  quality  or 
contain  cost    Rules  should  allow  cooperatives  to  accept  responsibility  for  their  own  health 
care  costs  as  long  as  they  don't  intentionally  limit  membership  only  to  "healthy"  people. 

To  protect  the  public  against  "cherry  picking"  of  healthy  risk  by  cooperatives,  federal  rules 
should  prohibit  them  from  establishing  criteria  for  membership  based  on  the  health  status 
of  an  employer's  population.  Further,  to  assure  cooperatives  do  not  avoid  serving  parts  of 
the  community  with  known  high  risk  populations,  the  cooperatives  should  be  required 
develop  or  contract  with  health  plans  which  provide  access  to  care  throughout  a  defined 
geographic  region.   As  long  as  private  cooperatives  demonstrate  compliance  with  these 
general  rules,  further  regulation  of  their  membership  criteria  is  unnecessary. 
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Insurance  underwriting  reform  is  essential  to  support  the  development  of  private  health 
care  purchasing  cooperatives.  Currently,  insurance  companies  can  undermine  the 
development  of  employer  governed  purchasing  cooperatives  by  offering  favorable 
premiums  to  businesses  with  healthy  populations.  This  leaves  only  high  risk  groups  who 
might  have  an  interest  in  forming  a  purchasing  pool    Ultimately,  the  pool  goes  into  a 
"death  spiral"  as  insurance  companies  continue  to  "buy  off"  the  best  risk  from  the  pool  by 
offering  low  premiums  to  those  businesses  with  healthy  employees.  To  support  the 
creation  of  voluntary  employer  governed  purchasing  pools,  federal  rules  should 
significantly  limit  the  extent  to  which  insurance  companies  can  vary  premiums  for 
individual  employers  based  on  the  health  status  of  employees,  retirees  and  their  families. 

To  maintain  the  leverage  of  cooperatives  to  negotiate  the  best  contracts  with  providers 
and  health  plans  based  on  quality,  access  and  cost,  states  should  be  prohibited  from 
imposing  "anti-managed  care"  rules  such  as  "any  willing  provider"  provisions.  Many 
states  have  passed  or  are  considering  rules  which  require  health  plans  to  contract  with  any 
provider  who  is  willing  to  agree  to  set  prices  and  quality  standards.   This  type  of  rule 
destroys  the  ability  of  purchasers  to  negotiate  aggressively  with  competing  providers  and 
health  plans  to  improve  quality,  access  and  cost  standards  within  the  community.  Federal 
rules  should  prohibit  this  kind  of  anti-competitive  regulation  not  only  for  purchasing 
cooperatives,  but  for  all  health  care  purchasers  and  plans 

Many  large  employers  prefer  to  bear  their  own  risk  rather  than  paying  a  profit  to  an 
insurance  company  to  do  it  for  them.  Federal  rules  should  continue  to  allow  larger 
employers  to  self-insure  their  covered  population.  In  addition,  because  current  federal 
rules  generally  limit  the  ability  of  self-insured  employers  and  cooperatives  to  negotiate 
directly  with  providers  without  falling  under  state  regulation,  federal  rules  should  be 
created  which  allow  coalitions  made  up  of  self-insured  employers  to  negotiate  risk  sharing 
arrangements  with  providers  without  being  subject  to  state  regulation. 

Certain  federal  rules  are  also  appropriate  to  protect  consumers  covered  by  health  plans 
offered  through  purchasing  cooperatives.  Federal  rules  which  define  the  rights  to  appeal 
coverage  decisions  are  recommended.  In  addition,  if  cooperatives  elect  to  bear  their  own 
risk,  solvency  requirements  should  be  created  to  protect  consumers  from  under  funded 
plans  offered  through  purchasing  alliances    A  standard  set  of  benefits  established  at  the 
federal  level  would  also  be  appropriate. 

Thank  you  for  offering  this  opportunity  to  share  our  opinions  and  concerns  regarding  the 
critical  public  policy  issue  of  health  care  reform.  As  an  active  example  of  a  purchasing 
alliance,  the  member  employers  of  the  Business  Health  Care  Action  Group  would 
welcome  the  opportunity  to  continue  to  share  our  experience  as  Congress  and  the 
Administration  continue  to  move  towards  a  national  framework  designed  to  improve 
quality,  access  and  affordability  of  health  care  for  all  Americans. 
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Mr.  Towns.  We  have  also  been  joined  by  Congressman  Mica  from 
Florida. 

Let  me  begin  by  saying  it  is  my  understanding  that  Florida  use 
existing  social  service  areas  as  the  boundary  lines  for  your  alli- 
ances. Is  that  right? 

Mr.  Cook.  Yes,  sir,  that  is  correct.  And  they  do  roughly  cor- 
respond with  the  SMSA  areas  of  the  State. 

Mr.  Towns.  That  means  that  some  alliances  have  a  much  higher 
percentage  of  poor  people  than  other  alliances.  Is  that  true? 

Mr.  Cook.  No,  sir.  The  fact  of  the  matter  is,  to  the  extent  that 
they  are  roughly — they  roughly  correspond  to  the  geographical  area 
that  they  represent,  and  frankly,  I  don't  think  that  we  have — well, 
let  me  try  to  answer  your  question. 

Mr.  Towns.  No  poor  people  in  Florida. 

Mr.  Cook.  No.  There  are  a  lot  of  poor  people  in  Florida,  but  they 
are  roughly  distributed  around  the  State.  Miami  has  more  people 
and  therefore  more  poor  people,  but  proportionately  Miami  has  a 
number  of  rich  people  as  well. 

No,  I  wouldn't  say  that  they  have  a  disproportionate  share,  any 
one  alliance  district  has  a  disproportionate  share  of  poor  people 
roughly  corresponding  with  its  regular  population. 

Mr.  Towns.  I  guess  the  next  question  probably  would  be  then, 
based  on  your  answer,  is  how  do  you  prevent  insurers  from  redlin- 
ing alliances?  I  mean  how  do  you  prevent  redlining. 

Mr.  Cook.  Well,  sir,  they  can't  redline.  They  have  to  insure  ev- 
erybody in  that  county.  OK?  So  they  have  to  provide — for  instance, 
in  Dade  County  they  can't  choose  to  insure  one  part  of  Dade  Coun- 
ty and  not  insure  all  of  Dade  County.  They  have  to  insure  the  en- 
tire county  as  a  whole.  So,  if  they  offer  a  plan  in  a  county,  they 
have  to  offer  it  all  over  the  county  to  anyone  in  that  county. 

So,  in  Dade  County,  for  instance,  there  are  areas  of  Miami  Beach 
which  are  particularly  profitable.  However,  there  are  areas  of 
North  Miami  that  would  be  less  profitable.  If  you  offer  a  plan  in 
Miami  Beach  you  must  offer  that  same  plan  in  Overtown  or  Little 
Havana. 

Mr.  Towns.  So  that  would  be,  you  think,  essential  that  we  do  the 
same  thing  in  our  health  care  reform? 

Mr.  Cook.  Absolutely.  Absolutely.  There  should  be  no  redlining, 
and  we  worked  very  hard  to  prevent  that. 

Mr.  Towns.  Your  testimony  indicates  that  during  your  initial 
round  of  requests  for  proposals  alliances  received  bids  from  46 
partnerships  offering  over  1,000  plans,  I  think  you  said. 

Mr.  Cook.  Yes,  sir.  That  is  right. 

Mr.  Towns.  With  that  amount  of  competition,  why  do  you  believe 
alliances  need  the  power  to  negotiate  prices? 

Mr.  Cook.  Well,  sir,  I  think  the  question  is,  the  hard  question 
is,  and  excuse  me  for  being  a  little  bit  ambivalent  here,  I  am  not 
certain  whether  you  need  exclusivity  or  whether  you  need  negotia- 
tion, and  I  would  like  to  talk  to  the  merits  of  both. 

I  have  heard  a  lot  of  discussion  here  this  morning  about  the  lack 
of — that  people  want  voluntary  competing  alliances.  What  I  will 
tell  you  is  one  of  the  weaknesses  of  the  Florida  alliances  is  the 
games  that  are  played  outside  the  alliance. 
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In  other  words,  there  is  some  significant  evidence  in  a  number 
of  our  alhances  that  insurance  agents  are  steering  poorer  risks  into 
alUances  instead  of  out  of  the  aUiances,  and  are  being  encouraged 
by  their  carriers  to  do  so. 

And  so,  with  the  lack  of  an  exclusive  coverage  area,  in  other 
words,  without  the  ability  to  cover  all  employers  1  to  50,  and,  of 
course,  we  as  Americans  resent  any  kind  of  mandate  that  we  are 
not  participating  in,  with  the  lack  of  that  then  there  is  always  the 
opportunity  for  insurance  companies  and  insurance  agents  to  steer 
bad  risks  into  alliances  instead  of  outside. 

Now,  the  other  question  is,  if  you  have  exclusivity,  which  was, 
frankly,  the  original  Jackson  Hole  model,  do  you  need  negotiation? 
And  you  probably  don't. 

If  you  have  exclusivity  and  choice,  you  probably  don't  have  to  ne- 
gotiate, as  Mr.  Wetzell  indicated,  and,  in  fact,  negotiation  may  en- 
courage some  kind  of  cost  shifting  from  large  employer — or  from 
small  employers  to  large  employers  if  you  do. 

But  without  exclusivity  or  negotiation,  then  you  have  the  prob- 
lems of  the  Florida  alliances.  We  offer  a  great  deal  of  choice.  We 
were  initially  able  to  significantly  reduce  prices,  but  over  the  long 
haul  I  am  not  sure  how  long  we  are  going  to  be  able  to  do  that  if 
the  games,  the  inside/outside  games  are  allowed  to  be  played. 

Mr.  Wetzell.  If  I  could  comment,  Mr.  Chair.  One  of  the  reasons 
we  got  organized,  if  you  think  about  a  big  self-insured  company,  in 
effect  we  have  been  alliances  for  years.  We  buy  on  behalf  of  all  of 
our  employees  and  retirees  and  pool  their  risk. 

And  what  we  saw  happening  in  the  Twin  Cities  market  is  a  phe- 
nomenon called  shadow  pricing.  When  we  didn't  actively  negotiate 
with  the  insurance  companies,  they  would  look  at  what  the  pre- 
miums were  that  were  being  charged  by  their  competition,  and  the 
least  cost  effective  plan  with  the  highest  premium  and  set  their 
rates  just  below  that. 

So,  if  you  can't  actively  negotiate,  the  savings  don't  get  passed 
on  to  the  purchaser,  and  you  can't  ultimately  pass  them  on  to  the 
consumer.  Because  in  our  market  the  insurance  industry  has  done 
a  fairly  sophisticated  job  of  figuring  out  what  the  competition  was 
pricing  their  products  at  and  shadow  pricing  their  premiums  up  to 
that  level,  so  the  efficiencies  weren't  passed  on. 

The  other  piece  that  we  really  feel  has  been  ignored  and  ne- 
glected is  aggressive  purchaser  expectations  on  legitimate  quality 
improvement.  It  is  all  focused  on  premium  and  risk  selection  and 
dollars,  and  not  based  on  what  really  goes  on  day  to  day  inside  the 
doctors  office  and  inside  the  hospitals  on  how  you  can  become  more 
efficient. 

And  that  is  where  we  very  strongly  advocate  an  active  role  for 
alliances,  especially  to  specify  very  aggressive  quality  standards  to 
make  health  plans  and  providers  compete  on  quality,  not  just  based 
on  their  ability  to  select  risk,  price  off  of  each  other  and  compete 
solely  on  price.  The  quality  piece  is  critical,  in  our  opinion,  more 
critical  than  price  negotiation  in  a  lot  of  ways,  where  we  need  ac- 
tive authority  to  negotiate  with  plans  based  on  quality  standards. 

Mr.  Cook.  Mr.  Chairman,  if  I  could  fill  a  little  bit  of  that  in  on 
that  as  well.  Of  course,  our  plans  do  aggressively  work  the  quality 
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angle.  We  are  collecting  a  great  deal  of  data  on  patient  outcome, 
which  we  will  be  providing  on  comparison  sheets. 

So,  it  is  not  simply — we  couldn't  agree  more  with  Mr.  Wetzell.  If 
you  concentrate  on  quality  you  will  reduce  prices.  If  you  con- 
centrate solely  on  price,  you  may  not  improve  quality.  So  quality 
ought  to  be  the  primary  concern,  and  everything  we  do  ought  to  be 
driven  by  our  concern  for  higher  quality  care. 

We  also  are  one  of  only  two  States,  and  we  would  strongly  advo- 
cate that  the  Congress  look  at  mandating  accreditation  by  one  of 
the  national  accreditation  boards.  We  are  one  of  only  two  States 
that  require  that  all  of  our  HMOs  be  nationally  accredited. 

Mr.  Towns.  What  I  would  like  to  do  at  this  time  is  to  yield  to 
Mr.  Mica.  I  do  have  questions  for  Mr.  Adkins  and  Mr.  Wetzell,  but 
we  will  come  back  on  a  second  round — and  probably  a  third  round. 

Congressman  Mica. 

Mr.  Mica.  Thank  you,  Mr.  Chairman.  I  appreciate  your  holding 
this  hearing  and  trying  to  get  some  input  on  the  status  of  what  is 
happening  outside  the  beltway  with  the  successes  and  failures  of 
alliances. 

It's  good  to  see  Mr.  Cook  from  Florida,  and  right  off  the  bat  I 
have  a  couple  of  questions  for  you. 

The  first  one  is.  Why  has  Florida  gone  through  all  this  trouble 
to  come  up  with  a  health  care  reform  package  while  we  in  Congress 
are  then  dealing  with  the  same  kinds  of  questions  and  may,  in  fact, 
come  up  with  our  own  solutions? 

Mr.  Cook.  Well,  sir,  we  didn't  feel  that  we  could  wait.  Based  on 
some  of  the  struggles  you  are  going  through,  it  looks  like  it  may 
take  you  a  little  while  to  get  there,  and  our  problem  is  we  were  ex- 
periencing over  20  percent  increases  in  our  health  care  costs  and 
significant  problems.  We  are  the  fourth — we  have  the  fourth  high- 
est uninsured  rate  in  the  country,  as  I  was  explaining  to  the  chair- 
man earlier.  So  we  didn't  feel  like  we  could  wait. 

We  also  felt  like  you  all  might  be  able  to  learn  a  little  bit  from 
our  experience.  We  know  that  it  is  a  little  bit  hard  to  do  hottom 
up,  having  been  top  down.  We  were  here  for  a  number  of  years,  as 
you  know,  but  we  felt  like  you  might  be  able  to  learn  from  some 
of  our  successes  and  whatever  our  failures  were. 

And  we  have  strengths  and  weaknesses  in  our  alliances,  but  we 
felt  like  we  couldn't  wait.  We  felt  like  we  ought  to  move  ahead, 
and,  you  know,  relating  to  Mr.  Jefferson,  he  used  to  think  that 
folks  at  the  local  level  might  be  able  to  give  a  little  bit  of  informa- 
tion to  folks  at  the  Federal  level. 

Mr.  Mica.  Let  me  ask  real  quickly  about  some  comparisons  be- 
tween what  Florida  is  doing  and  has  had  some  limited  experience 
with  and,  say,  what  is  being  proposed  by  the  administration.  For 
example,  what  about  mandatory  versus  voluntary  alliances?  Why 
did  Florida  take  the  approach  it  is  taking,  and  why  do  you  think 
the  States  should  be  permitted  that  leeway? 

Mr.  Cook.  Well,  sir,  let's  just  say  we  have  tremendous  respect 
for  what  the  administration's  trying  to  do.  This  is,  I  think,  one  of 
the  greatest  social  and  economic  problems.  Health  care  is  the  larg- 
est industry  in  our  State.  It  exceeds  tourism.  Over  the  last  year  it 
is  a  $40  billion  industry.  It  is  tremendously  influential  in  our  poll- 
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tics  and  our  economic  life.  And  if  you  can't  form  that  system  you 
can't  improve  Florida's  economy. 

Mr.  Mica.  Well,  do  you  favor  mandatory  or  voluntary  alliances? 

Mr.  Cook.  Well,  sir,  I  think  it  is  wise  for  a  State  like  Florida  to 
begin  with  a  voluntary  alliance.  But  recognize,  as  we  are  beginning 
to  recognize,  the  problems  of  the  voluntary  alliances,  which  is  there 
is  a  temptation  within  a  voluntary  alliance  structure  for  the  exist- 
ing industry  to  shift  its  bad  risks  to  the  alliance  and  to  set  up  dif- 
ferent premium  structures  or  rate  structures  for  its  insurance 
agents  and  brokers  so  that  brokers  are  paid  less  to  go  into  the  alli- 
ance than  they  are  outside  of  the  alliance.  There  are  any  number 
of  games  that  are  being  played  in  our  voluntary  alliances. 

So,  while  we  support  what  we  are  doing  and  we  are  enthusiastic 
about  what  we  are  doing,  and  we  are  experiencing  some  good 
things,  the  problem  with  the  voluntary  alliance  is  that  there  are 
too  many  games  that  are  allowed  to  be  played.  Now,  maybe  we  can 
correct  those  short  of  making  the  alliances  mandatory.  However, 
we  need  to  recognize  we  are  experiencing  some  significant  problems 
while  we  are  providing  some  significant  benefits. 

Mr.  Mica.  Are  the  voluntary  alliances  becoming  sort  of  the 
dumping  ground  for  the  uninsurable  or  the  difficult  to  insure? 

Mr.  Cook.  Initially,  when  we  looked  at  the  companies  that  have 
come  in,  and  remember,  sir,  we  have  actually  been  providing  insur- 
ance for  a  month,  so  I  can't  say  that  our  experience  is  enduring. 
We  saw  a  lot  of  bad  risk  being  assumed,  companies  that  had  never 
provided  insurance  before. 

Now,  I  must  say  in  the  last  2  weeks  we  have  seen  a  blip  of  larger 
firms  coming  in  and  participating  and  joining  in  the  alliances.  I 
think  in  a  year  or  so  we  might  be  able  to  give  you  more  information 
as  to  what  we  are  seeing.  But  we  do  need  to  recognize  that  agents, 
some  of  the  agents  who  have  embraced  the  alliance  are  telling  us 
that  there  are  companies,  there  are  carriers  and  other  agents 
which  are  shifting  their  bad  risk  to  our  alliances. 

Mr.  Mica.  The  GAO  report  that  I  looked  through  said  that  the 
alliance  boards  have  little,  if  any,  employee  or  consumer  represen- 
tation. What  is  the  situation  in  Florida? 

Mr.  Cook.  Well,  that  has  not  been  our  experience,  sir.  As  you 
know,  we  have  17-member  boards.  There  are  three  consumer  rep- 
resentatives on  the  board.  Each  of  our  appointing  officers  are  able 
to  appoint  consumer  representatives  to  the  board  and  actively  do 
that. 

I  think  if  we  were  going  to  look  again  at  it  we  might  not  have 
such  large  boards. 

Mr.  Mica.  So,  you  have  17-member  boards. 

Mr.  Cook.  Yes,  sir. 

Mr.  Mica.  That  was  going  to  be  my  next  question.  Have  you 
found  that  too  cumbersome?  Maybe  you  are  suffering  from  over- 
representation.  There  are  11  separate  boards  and  there  are  17- 
member  boards. 

Mr.  Cook.  That  is  correct. 

Mr.  Mica.  Are  you  finding  that  cumbersome  and  expensive? 
Were  they  initially  funded  at  $275,000? 

Mr.  Cook.  Yes,  sir.  We  provided  them  with  initial  funds  of 
$275,000  to  begin  their  operation,  rent  their  equipment  and  rent 
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their  office  space,  and  now  they  will  become  self-sufficient,  I  dare 
say,  within  the  next  year. 

It  has  been  a  little  bit  of  a  challenge,  and  it  has  been  a  challenge 
for  some  of  the  members  of  the  board.  And  we  put  a  2-year  sunset 
in  our  law  so  that  we  are  going  to  be  able  to  look  at  that  during 
the  next  legislative  session,  take  testimony  and  try  to  determine 
what  the  boards  think  is  an  appropriate  structure. 

But  I  don't  sense  that  consumers  feel  that  they  are  under-rep- 
resented. In  fact,  if  you  look  at  some  of  the  press  clips  that  we  have 
provided,  I  think  consumers  are  actually  very  excited,  and  this  is 
something  that  I  would  say  is  a  very  strong  part  of  developing  a 
geographic  alliance  with  unique  and  exclusive  geographic  bound- 
aries. 

These  folks  do  become  representatives  of  their  area.  They  are 
voluntary  members  of  the  board.  They  have  put  in  literally  hun- 
dreds of  hours  unpaid,  and  I  would  stress  that,  you  know,  it  has 
always  perplexed  me  a  little  bit  to  hear  about  these  huge  bureauc- 
racies. Well,  we  have  11  boards  and  we  have  less  than  30  employ- 
ees staffing  those  11  boards.  Most  of  that  work  is  done  by  business 
people  and  consumers  in  a  local  area,  who  are  doing  it  because 
they  want  to  improve  the  quality  and  cost  of  health  care  in  their 
area. 

So,  I  think  you  can  do  it  without  a  major  bureaucracy,  and  you 
can  make  it  efficient,  and  the  boards  can  be  very  effective. 

Mr.  Mica.  One  other  question.  Then  I  will  go  back  to  the  chair- 
man and  catch  you  on  the  next  round. 

Mr.  Cook.  Yes,  sir. 

Mr.  Mica.  Let's  see,  you  have  really  only  a  short  period  of  experi- 
ence so  far.  How  long  do  you  think  it  is  going  to  take,  or  what  is 
the  timeframe,  before  we  get  some  real  picture  as  to  the  success  of 
this  program  overall? 

Mr.  Cook.  I  happen  to  think  that  the  alliances  can't  fail,  sir.  The 
only  question  is  how  much  they  succeed. 

Most  small  businesses  today  are  alone  with  the  sharks  in  the 
water,  and  they  have  no  opportunity  to  do  what  they  are  doing 
here.  I  just  talked  with  a  good  friend  of  mine,  a  new  friend  of  mine, 
an  agent  from  Pensacola,  who  just  insured  a  firm  for  the  first  time. 
It  was  one  of  the  more  exciting  experiences,  he  said,  in  his  profes- 
sional life.  It  is  a  firm  with  nine  employees  and  they  have  three 
different  plans. 

Now,  the  idea  that  a  9-employee  firm,  a  very  small  business, 
would  be  able  to  have  three  different  plans  uniquely  tailored,  three 
different  carriers  providing  three  different  plans  uniquely  tailored 
to  the  individual  concerns  of  consumers  and  employees  in  that  firm 
is  something  that  he  finds  incredibly  exciting. 

At  the  same  time  he  was  a  little  bit  frustrated  to  find  that  one 
of  the  firms  that  he  had  referred  to  a  large  carrier  had  been  baited 
and  switched  to  a  more  expensive  plan  because  of  the  lack  of  man- 
datory coverage,  so — or  lack  of  exclusivity.  So  there  is  some  very 
good  news  and  there  are  some 

Mr.  Mica.  Problems. 

Mr.  Cook.  Yes,  sir. 

Mr.  Mica.  OK.  Well,  my  time  has  expired,  so  I  will  jdeld  back 
to  the  chairman. 
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Mr.  Towns.  The  gentleman  is  absolutely  right,  his  time  has  ex- 
pired. 

Let  me  just  sort  of  raise  some  questions  with  you,  Mr.  Wetzell. 
How  were  you  able  to  do  both? 

Mr.  Wetzell.  Well,  we  issued  an  RFP,  Mr.  Chairman,  and  asked 
for  things  in  the  market  that  we  knew  weren't  out  there.  One  of 
the  things  we  asked  was  that  the  system  that  we  contracted  with 
be  able  to  scientifically  document  what  care  was  necessary  to  bene- 
fit the  patient,  what  care  wasn't,  and  how  they  measured  quality 
and  outcomes.  And  what  that  stimulated  was  the  creation  of  a  non- 
profit institution  by  the  contractor  that  was  given  our  business. 

It  is  governed  by  purchasers  and  providers,  where  the  providers 
sit  down  and  scientifically  define  with  their  peers  when  it  is  appro- 
priate to  do  a  test,  whether  it  is  not  appropriate  to  do  a  test,  when 
they  need  to  see  a  patient  for  a  viral  condition,  for  example,  when 
they  don't,  and  then  we  created  incentives  with  the  providers. 

If  they  are  able  to  eliminate  waste  through  these  practice  param- 
eters that  they  develop,  not  the  insurance  companies,  we  share  the 
gain  50-50  with  them.  And  then  to  protect  the  consumers,  which 
is  the  ultimate  measure  of  whether  or  not  the  society  is  going  to 
think  we  are  doing  the  right  thing,  we  have  the  providers  account- 
able for  measuring  outcomes  and  annually  measuring  patient  satis- 
faction and  measuring  population  health  to  make  sure  that  the  ul- 
timate customer,  the  individual  consumer's  needs  are  being  served 
by  this  process  where  the  doctors  set  down  in  their  own  governed 
setting  with  financial  incentives  to  eliminate  waste. 

And,  if  I  can  take  a  minute  to  give  you  a  specific  example?  The 
first  guideline  we  had  our  doctors  do  was  for  bladder  infection  for 
women,  and  there  are  about  5.5  million  episodes  of  bladder  infec- 
tion in  this  country  a  year.  In  a  fee-for-service  environment 
through  an  insurer,  even  through  most  HMOs  that  are  discount 
fee-for-service  arrangements,  the  providers  don't  get  paid  for  treat- 
ing a  woman  for  a  bladder  infection  unless  they  make  her  come  in 
for  an  office  visit. 

When  we  set  up  an  incentive  program  where  you  didn't  nec- 
essarily have  to  see  the  patient  to  get  paid  for  taking  care  of  their 
health  need,  what  the  doctors  came  up  with  was  a  method  where 
they  can  screen  70  percent  of  the  women  out  that  don't  even  need 
to  see  a  doctor  to  get  treated  for  bladder  infection.  All  they  need 
is  an  antibiotic.  So  we  cut  the  cost  of  treating  a  bladder  infection 
by  half,  eliminated  the  inconvenience  for  the  patient  of  an  unneces- 
sary office  visit,  saved  that  patient  their  copayment.  So  it  is  better 
service.  It  is  quicker  service.  And  it  saves  money. 

And  the  other  thing  we  found  is  that  doctors  were  routinely  over- 
prescribing  antibiotics,  and  this  is  in  a  managed  care  community 
that  has  a  reputation  for  high  quality.  And  when  you  do  that  that 
leads — it  gets  rid  of  the  bladder  infection  but  leads  to  a  different 
kind  of  infection,  a  yeast  infection,  which  drives  up  cost  and  isn't 
good  quality.  And  we  found  185  different  ways  just  in  this  one  ex- 
ample where  bladder  infections  were  being  treated  in  20  different 
medical  groups.  That  is  what  is  driving  cost. 

Mr.  Towns.  In  your  experience,  how  can  we  prevent  insurance 
companies  from  redlining  certain  populations? 
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Mr.  Wetzell.  Well,  for  the  self-insured  market  it  is  not  an  issue 
because  we  cover  all  of  our  folks  regardless  of  what  part  of  the 
community  they  live  in,  so  self-insured  companies  don't  redline.  It 
is  more  for  the  insured  business. 

Our  feeling  is  that  when  these  health  plans  bid  for  alliance  busi- 
ness the  regulatory  process  should  define  a  geographic  region  that 
they  have  to  serve,  and  we  have  seen  evidence  of  that  in  the  Twin 
Cities  where  there  is  a  lot  of  managed  care.  What  the  health  plans 
do  to  avoid  high  risk  is  they  just  quote  premiums  or  fee  schedules 
to  doctors  that  serve  high-risk  populations  that  the  doctors  won't 
accept.  So,  they  don't  get  into  the  network. 

They  don't  have  a  contract.  And  those  underserved  communities 
don't  have  access  to  providers  in  their  community,  and  that  is  how 
the  plans  avoid  serving  them. 

So,  you  just  set  a  rule  that  says  you  have  to  have  a  network  of 
providers,  if  it  is  a  managed  care  plan,  that  covers  the  entire  com- 
munity. 

Mr.  Towns.  Let  me  raise  this  question  with  you,  Mr.  Adkins. 
How  big  a  problem  is  geographic  redlining  by  the  insurance  indus- 
try? 

Mr.  Adkins.  Well,  by  the  industry  at  large,  I  think  it  is  a  serious 
problem.  As  you  know,  the  property  and  casualty  industry  is  un- 
dergoing some  substantial  scrutiny  by  the  States,  and  there  are 
bills  under  consideration  by  the  Federal  Government,  to  look  at 
this  matter. 

On  the  health  side,  it  has  been  a  continual  problem  as  companies 
selected  out  the  better  risks  and  try  to  miss  everybody  else.  That 
could  still  be  a  problem  in  the  alliance  structure. 

And,  as  Mr.  Wetzell  has  said,  if  you  deal  with  the  geography 
through  a  Federal  standard,  I  think  you  can  address  that  issue. 
SMSA  seems  most  appropriate.  I  think  the  Florida  model  is  a  good 
one  in  terms  of  the  way  they  have  structured  their  alliances,  al- 
though maybe  they  have  too  many.  I  am  not  sure  what  the  answer 
is  on  that  front. 

But  certainly  in  terms  of  rating  as  well  as  geography,  it  needs 
to  be  as  broad  as  possible  to  allow — to  encourage  the  largest  num- 
ber of  people  to  be  incorporated  into  that  subset  and  prevent  the 
smaller  subdivisions  which  effectively  allow  a  separating  out  of  the 
lower  income  and  the  upper  income,  the  healthier  and  the  less 
healthy. 

Mr.  Towns.  Can  you  expand  more  fully  on  the  1993  study  by  the 
Center  for  Health  Care  Rights  in  Los  Angeles  regarding  the  prob- 
lems of  Medicare  enrollees? 

Mr.  Adkins.  Yes.  As  you  know,  there  is  a  whole  debate  about 
what  kind  of  outcomes  are  achieved  based  on  different  kinds  of  re- 
imbursement mechanisms,  whether  it  is  a  fee-for-schedule  or 
capitated  rate,  and  there  have  been  a  number  of  studies,  including 
that  referenced  by  the  Center  for  Health  Care  Rights,  which  have 
looked  to  evaluate  the  differences. 

I  think  the  debate  has  come  up  with  some  very  substantial  con- 
clusions. That,  in  fact,  there  are  differences  in  the  kinds  of  health 
care  treatments  and  outcomes  based  on  reimbursement  mecha- 
nisms. 
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One  of  the  things  we  would  like  to  see  the  alliance  system  do, 
and  we  do  support  Federal  standards  as  Mr.  Wetzell  does,  not  just 
the  State  standards,  to  establish  a  minimum  floor.  One  of  the 
things  we  would  like  to  see  the  States  do  is  make  sure  that  the 
quality  assurance  measures  are  tracked;  that  is,  diagnoses,  treat- 
ments, outcomes,  and  other  indices  of  quality,  that  those  are 
tracked  by  reimbursement  mechanism,  so  that  a  real  distinction 
can  be  made  based  on  each  kind  of  reimbursement  system. 

We  think  that  will  go  a  long  way  toward  not  only  educating  the 
polic3anakers  and  regulators  about  quality  care  and  how  you  main- 
tain quality,  but  will  allow  consumers  to  judge  and  make  a  decision 
as  to  what  kind  of  benefit  they  want  depending  on  the  kinds  of 
treatments  they  anticipate. 

Mr.  Towns.  Last  question  before  I  yield  back.  What  are  some  of 
the  unique  concerns  for  senior  citizens  regarding  alliances  within 
a  managed  competition  system?  Mr.  Adkins? 

Mr.  Adkins.  I  am  not  sure  I  can  speak  to  that  in  particular,  al- 
though there  are  obvious  coverage  issues  that  relate  to  overlapping 
benefits  and  there  needs  to  be  some  coordination  of  benefits  to  ad- 
dress that  matter.  Seniors  tend  to  have  more  substantial  health 
needs.  They  tend  to  have  mobility  issues  that  other  populations 
don't?  Their  medical  needs  tend  to  be  greater.  Their  pharma- 
ceutical consumption  is  higher,  et  cetera.  And  one  of  the  things  we 
would  like  to  see  in  terms  of  a  rating  classification  limitation  is 
that  the  bands  for  consideration  of  age  be  limited. 

Let  me  reference  the  NAIC.  They  have  now  got  age  bands  of  5 
years  and  no  real  cap  in  terms  of  differential  between  the  lowest 
premium  and  the  highest  premium  that  can  be  offered.  This  is  a 
very  serious  problem,  and  we  think  the  NAIC  is  erring.  And  we 
hate  to  see  the  States  proceed  in  that  manner. 

The  Federal  Government  should  establish,  we  believe,  at  mini- 
mum 10-year  age  bands  as  well  as  a  differential,  a  maximum  of  1 
to  3,  so  that  the  highest  premium  is  no  more  than  three  times  the 
lowest  premium.  And  we  think  that  will  increase  accessibility  to 
that  vulnerable  population. 

Mr.  Cook.  Mr.  Chairman,  we  would  like  to  comment  on  that  as 
well. 

Mr.  Towns.  You  have  a  State  that  has  a  lot  of  senior  citizens, 
right? 

Mr.  Cook.  Yes,  sir,  we  do,  and  as  you  know,  having  visited  south 
Florida  recently.  We  couldn't  agree  more  with  Mr.  Adkins.  We 
moved  to  a  modified  community  rating  standard  which  still  allowed 
folks  to  use  insurance  companies  to  use  age  as  a  proxy  or  a  risk- 
adjusting  mechanism.  We  think  that  the  5-year  age  bands  are  very 
inadequate  and  potentially  extremely  unfair. 

The  problem,  of  course,  we  have  in  moving  to  a  pure  community 
rating  standard  is  that  if  the  Congress  can't  get  its  mind  around 
universal  coverage  it  is  very  difficult  to  narrow  the  age  bands  or 
make  other  risk  adjustments.  In  other  words,  if  we  can't  ensure 
that  the  young  invulnerables  get  into  the  system  and  pay  while 
they  are  young  and  invulnerable,  then  it  is  very  difficult  for  us  to 
appropriately  price  older,  sicker  people  in  this  market. 

And  that  is  part  of  our  problem  with  universal  coverage.  We 
don't  seem  to  be  willing  to  bite  that  bullet  at  this  moment  right 


133 

now.  And  unless  we  can  bring  younger,  healthier  people  who  are 
less  likely  to  insure  themselves  into  this,  then  it  is  very  difficult 
to  make  the  appropriate  adjustments  we  should  for  age  and  keep 
insurance  affordable  for  older  people.  And,  of  course,  that  is  a 
major  concern  for  us  in  Florida. 

Mr.  Towns.  Thank  you  very  much. 

At  this  tinie  I  yield  to  Congressman  Mica. 

Mr.  Mica.  One  of  my  major  concerns,  gentlemen,  has  been  waste, 
fraud  and  abuse  in  the  current  system,  particularly  the  Medicaid 
system.  Through  the  leadership  of  our  chairman  we  have  pursued 
Medicaid  fraud  in  an  unrelenting  fashion,  particularly  in  the  State 
of  Florida.  I  believe  it  was  August  2  or  3  of  last  year,  in  the  hear- 
ing that  the  chairman  organized  in  New  York  City,  GAO  came  for- 
ward with  a  report  that  disclosed  an  incredible  amount  of  waste, 
fraud  and  abuse  in  the  Medicaid  system,  Medicaid,  pill  mills  and 
other  health  care  things. 

Unfortunately,  one  of  the  worst  offenders  was  Florida.  We  have 
since  gotten  the  legislature  to  move  the  Medicaid  fraud  unit  from 
a  State  auditor's  function  to  the  Attorney  General's  office. 

The  Department  of  Justice  has  now  made  this  more  of  a  priority 
at  the  national  level.  We  have  got  10  additional  FBI  agents,  a  His- 
panic speaking  investigator  and  the  legislature  is  also  appropriat- 
ing more  funds  to  go  after  that.  / 

This  is  a  huge  rip  off.  I  was  just  handed  a  press  release  from  the 
Department  of  Justice  that  says  the  Department  has  announced  a 
record  fine  of  $33  million  or  something  against  one  psychiatric  care 
provider.  These  are  mindboggling  amounts  that  the  system  gets 
ripped  off  for. 

I  preface  my  question  with  those  remarks  and  ask  you  this:  what 
are  your  alliances  doing  to  ensure  that  some  of  this  waste,  fraud 
and  abuse  that  we  have  seen  in  the  past  doesn't  spill  over  to  some 
of  the  new  programs  and  activities  such  as  you  are  involved  in. 

Mr.  Cook.  Well,  sir,  first  of  all,  let  me  compliment  you  and  the 
chairman  for  your  leadership  here.  This  has  been  a  significant 
problem  for  us.  We  have  raised  this  issue  a  number  of  times,  as 
you  know,  in  Florida. 

Part  of  our  problem  is  like  many  other  States  the  enforcement 
function  was  spread  throughout  us.  The  Agency  for  Health  Care 
Administration  houses  a  Medicaid  fraud  and  abuse  unit.  However, 
enforcement  of  that  function  ultimately,  we  were  highlighting  cases 
and  bringing  cases  up  but  then  getting  the  Auditor  General  to  do 
what  he  needed  to  do  and  ultimately  the  Attorney  General  to  do 
what  he  needed  to  do  is  a  bit  problematic. 

I  think  this  is  an  appropriate  area  for  Congress  to  look  very  hard 
at.  I  think  your  leadership  has  helped  us  in  Florida  get  a  better 
handle  on  this,  and  we  appreciate  that.  But  it  is  a  significant  prob- 
lem. That  Congress  needs  to  look  at  how  States  employ  the  enforce- 
ment function. 

Florida  is  probably  not  unlike  many  other  States  where  the  en- 
forcement is  spread  out  throughout  the  bureaucracy  without  clear 
lines  of  authority  in  some  cases  and  accountability  in  some  cases, 
and  unless  those  clear  lines  of  accountability  and  enforcement  are 
there  you  can't  do  it. 
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Second,  it  is  another  problem  of  universal  coverage.  The  confus- 
ing maze  of  insurance  benefits  and  providers  and  third-party  pay- 
ers makes  it  very,  very  difficult  to  establish  standards,  enforce 
standards,  and  follow  through  when  you  know  and  see  abuse. 

In  our  particular  State,  I  handle  the  licensing  of  quality  enforce- 
ment for  health  care  facilities.  The  Department  of  Professional  Reg- 
ulation does  the  licensing  and  quality  enforcement  of  physicians 
and  professionals.  Until  your  hearing  and  the  movement  by  the  leg- 
islature, the  auditor  general  handle  up  on  fraud  and  abuse.  And 
you  can't  do  that. 

But  again,  without  universal  coverage,  without  a  clean  line  of  au- 
thority leading  up  to  the  Department  of  Justice  for  Federal  funds, 
it  is  very,  very  difficult  to  do  the  kinds  of  things  we  need  to  do. 
Too  often,  we  know  exactly  where  the  abusing  parties  are,  but  get- 
ting a  handle  on  them  is  very  difficult  to  do. 

Mr.  Mica.  Are  you  putting  into  place  any  mechanism  to  monitor 
these  activities?  Now,  we  have  dozens  of  plans  and  lot  more  partici- 
pants. I  know  competition  will  help,  you  know,  drive  the  price,  but 
is  there  somebody  guarding  the  henhouse,  so  to  speak? 

Mr.  Cook.  Well,  I  think  it  kind  of  comes  back  to  Mr.  Wetzell's 
remarks  and  Mr.  Adkins'  remarks  on  quality,  which  we  couldn't 
agree  with  and  endorse  more.  If  quality  is  a  preeminent  concern  of 
the  health  care  system,  then  price  and  honesty  in  the  system  and 
the  ethics  of  the  system  will  inevitably  improve.  The  problem  you 
often  have  is  if  price  becomes  the  sole  concern  of  the  system,  then 
other  things,  other  problems  languish.  So,  we  would  argue  for  a 
very  strong  quality  enforcement. 

Again,  we  would  argue  for  some  clear  line  of  authority  in  univer- 
sal coverage.  We  believe  that  as  long  as  there  is  significant  gaps 
in  the  system  and  too  many  payers  paying  too  many  different  peo- 
ple it  is  very  difficult  to  enforce. 

We  also  believe  in  very  strong  Federal  regulation  to  hold  the 
States  accountable  for  Federal  moneys,  and  for  enforcing  fraud  and 
abuse  complaints.  You  know,  we  would  endorse  anything  that  this 
committee  would  come  up  with.  The  Governor  feels  very,  very 
strongly  that  that  lack  of  a  clear  Federal  voice  is  a  problem. 

Further,  I  think  we  need  to  recognize  that  what  your  hearing 
pointed  out  was  not  only  significant  problems  in  Medicaid  but  in 
Medicare.  The  fact,  and  this  is  kind  of  the  real  problem  you  have 
when  there  is  a  lack  of  local  participation.  A  federally,  a  strict  fed- 
erally run  program  with  no  State  participation  or  enforcement. 

Medicare  is  the  biggest  payer  in  our  State.  Yet,  we  have  nothing 
to  say  about  quality  in  Medicare.  I  receive  literally  hundreds  of  let- 
ters from  seniors  who  feel  that  they  are  being  abused  in  the  Medi- 
care system.  Yet,  I  have  no  ability,  other  than  to  refer  their  letters 
somewhere  else,  to  enforce  their  quality  complaints. 

States  should  be  responsible  for  any  payer  and  every  payer  in 
their  State,  the  private  payers,  the  public  payers  and  the  Federal 
payers  in  that  case,  and  we  need  to  look  at  clear  lines  of  authority 
there  and  clear  lines  of  partnership  between  the  Federal  and  State 
Government. 

Mr.  Mica.  I  think  it  would  be  good,  Mr.  Cook,  based  on  your  ex- 
perience again,  to  recommend  to  the  committee,  maybe  you  could 
in  writing,  some  areas  where  we  could  look  at  this  and  possibly  rec- 
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ommend  some  improvements,  because  it  is  a  major  area  of  concern, 
and,  you  know,  folks  are  getting  ripped  off,  not  getting  their  mon- 
ey's worth. 

Mr.  Cook.  Absolutely. 

Mr.  Mica.  And  then  the  closer  you  get  to  that  particular  service 
the  people  know  where  the  abuse  is  or  where  they  are  not  getting 
the  attention,  or  the  taxpayer  getting  their  dollars'  worth.  So,  we 
have  worked  in  our  own  way  in  trying  to  improve  the  Medicaid  and 
some  of  those  services.  Maybe  you  could  help  us  in  that  regard  and 
provide  that,  maybe  a  little  commentary. 

And,  if  the  chairman  will  let  me  continue,  I  have  a  couple  more 
questions. 

Mr.  Wetzell.  Mr.  Mica,  if  I  might  add  just  a  brief  comment? 

Mr.  Mica.  Yes. 

Mr.  Wetzell.  Medicare-Medicaid  fraud  in  our  view  is  largely 
driven  by  the  financial  incentives  instead  of  by  the  reimbursement 
policies.  When  you  work  in  an  industry  where  you  are  awarded 
based  on  how  many  units  you  can  bill  for  the  incentive  is  towards 
fraudulent  behavior  based  on  units  of  services  that  may  or  may  not 
have  been  delivered  much  less  whether  or  not  they  benefit  the  pa- 
tient. 

So,  we  believe  the  issue  is  how  the  industry  is  structured  and 
what  the  financial  incentives  are,  and  our  belief  is  you  need  to  inte- 
grate hospitals,  doctors,  psychiatric  services  into  systems  that  are 
accountable  for  managing  the  health  of  their  enrollees.  And  you  ne- 
gotiate arrangements  where  they  are  held  accountable  on  their  per 
member  per  month  expense.  The  better  they  manage  the  health  of 
that  group,  the  lower  their  cost  and  the  more  profit  they  make  ver- 
sus how  many  units  they  deliver. 

So,  we  believe  that  prepayment,  the  integrated  systems  that  are 
held  accountable  with  very  specific  quality  measures  that  could 
protect  the  consumers  will  eliminate  a  lot  of  the  need  for  the  State 
or  the  Federal  Government  to  do  all  that  inspection,  because  all  the 
incentives  are  aligned  toward  keeping  people  healthy  and  not  wast- 
ing money  as  opposed  to  billing  for  services  which  may  or  may  not 
benefit  the  patient. 

Mr.  Mica.  That  leads  me  to  another  question,  and  I  am  con- 
cerned about  the  quality,  you  know,  the  price,  the  ripping  off  of 
the — most  of  the  alliances,  though,  are  geared  to  people  who  really 
are  employed,  you  know,  small  employers,  which  is  good.  There  has 
been  a  big  gap  there. 

But  what  do  we  see  as  far  as  low  income  or  unemployed?  How 
are  alliances  addressing  service  access  and  availability  of  coverage 
for  folks  like  that? 

Mr.  Cook.  I  think  that  is  an  excellent  question,  sir,  and  it  is  a 
very,  very  complex  one.  And  I  don't  know  that  we  have  an  ade- 
quate answer. 

But  we  have  begun  to  develop  an  answer,  because  the  problem 
we  have  is  that  we  estimate  probably  500,000  or  the  uninsured 
people  we  have  in  our  State,  maybe  600,000  of  the  uninsured  peo- 
ple we  have  in  our  State  live  below  100  percent  of  the  poverty 
level,  and  are  part-time  employees  in  many  cases.  Most  of  them 
have  jobs  at  different  times  of  the  year,  but  they  don't  have  nec- 
essarily a  steady  employer.  In  some  cases  they  might  be  migrant 
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workers.  In  some  cases  they  might  have  small  businesses.  In  some 
cases  they  might  be  self-employed. 

One  of  the  things  that  we  have  begun  this  year  and  will  hope- 
fully be  able  to  pass  if  we  can  ever  get  our  health  care  reform  bill 
passed  in  this  even  numbered  year  is  the  idea  of  working  with 
large  public  systems,  what  we  are  calling  community  health  part- 
nerships. And  these  large  public  systems  in  the  past  have  been  pro- 
viding care  to  the  uninsured. 

As  we  move  toward  insuring  more  and  more  people,  and,  of 
course,  as  you  know,  in  Florida  we  have  a  major  initiative  to  insure 
about  a  million  people  this  year.  With  the  decrease  in  that  burden, 
we  think  that  these  community  health  partnerships,  and  in  par- 
ticular we  are  talking  about  Jackson  Memorial  Hospital  in  Miami, 
the  North  and  South  Broward  Hospital  Districts  in  Fort  Lauder- 
dale, the  Palm  Beach  Health  Care  District  in  Palm  Beach,  Tampa 
General  Hospital,  and  a  number  of  the  public  providers  in  Tampa 
are  forming  partnerships  because  the  fact  of  the  matter  is  under 
150  percent  of  the  poverty  level  with  many  part-time  employees 
one  needs  to  work  harder  to  ensure  people  don't  use  the  emergency 
room  as  their  primary  form  of  access  even  if  they  are  insured. 

Mr.  Mica.  Right.  You  end  up  with  the  most  expensive,  least  ef- 
fective, poorest  quality  care. 

Mr.  Cook.  Absolutely.  But  we  have  two  or  three  areas  that  are 
really  concentrating  on  bringing  those  people  in  and  watching  their 
emergency  room  usage  drop  substantially.  But  that  means  follow- 
ing up.  Providing  social  services,  overlay  social  services  along  with 
health  care  services. 

Mr.  Mica.  Well,  there  are  a  number  elements  to  the  current  sys- 
tem that  really  concern  me,  and  one  is  something  you  described.  As 
you  force  people,  really,  almost  into  welfare  and  poverty  with  no 
other  alternative  and  then  they  either  lie  or  cheat  or  not  disclose 
their  assets  or  something  to  get  care,  where  they  could  be  willing 
participants  if  they  had  some  opportunity  according  to  their  ability, 
if  they  are  part-time  workers,  to  contribute  to  it,  and  then  they  end 
up  with  the  worst  possible  care. 

Whereas,  if  Medicaid,  which  they  end  up  on,  was  converted  to 
the  private  sector  where  they  were  able  to  contribute,  if  they  only 
work  part-time,  and  maybe  $5  a  week  or  $10  a  week,  you  would 
have  some  revenue  source.  You  would  also  encourage  people  to 
work  and  not  rely  only  on  waiting  till  the  critical  thing  and  then 
going  for  Medicaid  or  hiding  their  assets. 

Mr.  Cook.  Well,  in  fact,  Mr.  Mica,  what  you  have  just  described 
in  the  true  sense  that  great  minds  think  alike  is  the  Governor's 
health  care  plan  where  he  wants  to  use  Medicaid  savings  to  pro- 
vide private  health  insurance  and  allow  people  under  100  percent 
of  the  poverty  level  to  pay  some  small  portion  of  that  so  that  they 
can  purchase  private  health  insurance.  And  if  you  can  encourage 
other  members  of  our  legislature  to  come  aboard,  we  can  pass  that 
thing  and  get  on  with  it. 

Mr.  Mica.  I  have  done  that.  And  that  really  was  my  last  point. 
That  the  legislature  did  shoot  down  some  of  these  reform  proposals. 

But  I  think  that  it  is  important  to  fill  that  missing  gap.  The  alli- 
ances which  you  all  are  doing  is  a  good  beginning,  but  you  still 
have  a  lot  of  folks  out  there  that  aren't  covered  that  have  fallen 
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through  the  cracks,  that  are  getting  the  worst  care,  that  are  being 
forced  into  poverty  that  are  willing  to  even  pay  and  willing  to  even 
work  some  and  contribute,  and  they  are  all  being  discouraged  by 
the  current  system. 

Mr.  Cook.  Well,  we  agree  with  you  completely,  sir.  I  happen  to 
think  that  the  best — as  you  know,  I  was  budget  director  of  our 
State  during  a  difficult  period  and  I  will  tell  you  that  the  best  wel- 
fare reform  is  health  care  reform,  if  we  can  provide  that  security. 
Many  people  would  gladly  leave  a  welfare  dependency  status  if 
they  could  provide  health  care  to  them  and  their  families,  some 
small  children. 

Mr.  Mica.  Mr.  Chairman,  thank  you. 

Mr.  Towns.  Thank  you. 

Let  me  say  to  all  the  witnesses  I  really  appreciate  your  testimony 
and  I  think  you  have  been  extremely  helpful  in  many,  many  ways. 

Also,  Mr.  Cook,  I  would  like  to  thank  you  for  the  kind  words  in 
terms  of  the  work  on  behalf  of  this  committee.  I  am  certain  that 
the  members  will  be  happy  to  hear  that  and  to  read  it,  of  course. 

The  other  thing  I  would  like  to  just  say,  though,  as  I  look  at  this 
whole  process,  though  I  am  hoping  that  as  we  move,  and  I  think 
that  Florida  is  moving  and  I  am  happy  to  see  it,  and  that  maybe 
you  are  right.  Maybe  that  as  a  result  of  what  you  are  doing,  maybe 
eventually  we  will  get  going  up  here.  As  you  know,  we  have  not 
gotten  too  far.  But  we  are  still  optimistic  in  a  lot  of  ways. 

But  I  think  you  are  right  that  it  has  to  be  done  at  this  level  in 
order  to  really,  really  make  it  work. 

Mr.  Cook.  Yes,  sir. 

Mr.  Towns.  Because  we  do  not  want  people  moving  from  one 
State  to  another  because  of  the  fact  that  certain  services  are  in  one 
State  and  you  can't  get  them  in  another  one.  I  think  we  have  to 
do  it  here  to  make  certain  that  it  is  done  and  done  properly. 

Mr.  Cook.  Absolutely. 

Mr.  Towns.  So  we  welcome  your  comments  in  that  regard,  and 
believe  me,  we  will  look  very  closely  and  carefully  at  that.  My  clos- 
ing statement,  we  have  heard  persuasive  testimony  that  voluntary 
alliances  are  working.  If  carefully  designed,  voluntary  alliances  can 
make  health  care  affordable  for  millions  of  Americans.  However, 
there  are  problems. 

Alliances  need  sufficient  authority  to  negotiate  price.  They  need 
incentives  to  provide  affordable  and  quality  health  care.  Alliance 
boards  must  better  reflect  the  demographics  of  their  communities. 
Insurance  companies  and  alliances  must  not  be  allowed  to  redline 
certain  communities. 

We  must  also  provide  for  adequate  grievance  procedures  to  pro- 
tect consumers  and  senior  citizens.  I  intend  to  take  these  and  other 
recommendations  we  have  heard  today  to  our  colleagues  in  the 
Congress.  As  we  move  into  the  final  phase  of  health  care  reform, 
I  think  it  is  important  that  we  take  all  these  factors  under  consid- 
eration. 

Fraud  and  abuse,  very,  very  important.  And  I  think  we  have  to 
be  concerned  about  fraud  and  abuse  as  to  how  it  moves,  because 
the  problem  that  we  see  today  could  be  different  tomorrow.  As  you 
know,  today  we  see  overbilling.  That  people  are  billing  and  are 
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charging  for  things  that  they  have  not  done,  and  this  is  a  classic 
example  here  in  terms  of  this  information  that  we  just  received. 

But  also,  we  have  to  be  concerned  about  the  fact  that  people 
need,  and  as  a  result  of  not  getting  in  order  to  keep  down  costs  we 
have  to  be  concerned  about  that  as  well.  So  as  we  move  to  health 
care  reform,  then  we  have  to  look  at  the  fact  that — and  I  think  you 
said  it  so  well,  and  I  want  to  let  you  know  I  plan  to  use  that  some- 
times, where  you  said  take  two  aspirins  and  call  us  when  you  are 
rich.  I  will  be  using  that.  And  the  first  time  I  will  give  you  credit 
for  it,  Mr.  Cook,  but  after  that  it  will  be  mine. 

Mr.  Cook.  Sir,  you  don't  have  to  give  me  credit  for  anything.  Use 
it  yourself. 

Mr.  Towns.  So  thank  you  very  much  for  your  testimony. 

This  committee  hearing  is  concluded. 

[Whereupon,  at  11:45  a.m.,  the  subcommittee  was  adjourned.] 
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